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The Administrative General Staff Conference of the 
Rural Electrification Administration was held in the Interior 
Department Auditorium, Washington, D. C., Monday, February 1, 
to Friday, February 5, inclusive. 


‘The first session was called to order at 9:00 a, Me; 
Monday, February 1, by the Honorable John M. . Carmody, Deputy 
Administrator, yes 


et ee es es ee ee 


THE CHAIRMAN: About two months ago the Administrator suggested 
that another conference be held, similar to the conference that 
was held here last July, to get the field people in here go that 
we, in Washington, might know what their difficulties are and 
what their successes are, and how these successes are achieved. 
This is a good opportunity for an exchange of ideas,—--perhaps 
opinions,~-but I should like to think about ideas, because we 
have very real ideas and a method for reaching these objectives. 
In a moment the Administrator will talk to you and give you the 
keynote, We ought to profit by this exchange of ideas; we want 
to make the best of the time allotted to us here; we want to 
get results from the interchange of information and interchange 
of ideas... We ought to be perfectly frank but we ought not to 
be acrimonious. There are differences of opinion among us with 
respect to how things ought -to be done. Let us lay them on 

the table objectively; let us be critical in a constructive 
way and let us learn of any policy changes that ought to be 
made in order to achieve our objectives in the line of prog 
resse Let the discussion be free. I hope no one came down 
here with instructions from his chief to discuss only certain 
and particular problems. Each of us is a part of the whole 
Organization and each of us ought not only to express his 
views, and to listen attentively, but we ought to be guided 

by the views of other people who know more about certain prob 
lems than we do. In the interest of clarity and for the 

record let us state our name and the name of our department 

for the reporter. 


Now, Mre Cooke, the keynote, if you please. Think 
of it! I am introducing the Administrator, who knows all of 
you and whom all of you know a great deal better than you know 
Me€e 
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MR. COOKE: Your Chairman is "pulling some stuff on me" this 
morning. He told me that he was going to give the keynote 

and that I would follow along, but I note that he has reversed 
' the order of things. Now, I do not feel as good as I should 
this morning; in fact, I've already had an appointment with 
Dr. Person this morning. When:I got up, the first thing I did 
was turn to the index.of a Washington paper, and seeing that 
the REA was in no trouble, I went ahead with: thé news. This 
“morning I could not find my glasses. After looking for them 
for ten minutes in different places around the house, I said 
to myself, "Now, there is something wrong here. You are los- 
‘ing your grip." I later found them in my toothbrush holder-- 
which only goes to prove,------ (Laughter}ive. sr 


Dr. Barrows, one of my colleagues on the Mississippi 
Valley Committee, tells me that he discovered that the late 
President Coolidge always carried a mouth organ in his pocket. 
I have been trying to find out under what circumstances he _ 
used that mouth organ; all I can say is that if I had had a 
mouth organ this nO PASH I should have started to play: its 


Seriously speaking, I think that we are at a most 
interesting stage of our development. We have finished our 
* honeymoon and we are now approaching the period where we are 
asking ourselves why we are here and where we are going. There 
is always some anguish connected with that line of thought. 
You first discover what is wrong and sometimes make the mistake 
of thinking that there is more wrong than right with the things 
at hand. Some of the heads of the divisions have been fore- 
gathering recently; we have been having some heart-to- heart 
talks and I rather gather that the men in the field feel that 
we are not on our jobs. Only last week I received a memo randun 
‘from a man in the field who said, '.....this letter has been 
on your desk for ten days......" I asked Miss McKim if there 
ever were a time when I had anything on my desk for that length 
of time. Later I worked to the bottom of the pile of mail on 
my desk and did find another communication that had been on 
my desk for ten days. 


Then, too, I note from some of your correspondence, 
the ro sy pictures you paint; so I gather’ that there are Links 
that we can pick up, both at home and abroad. In order that 
there may be no misunderstanding we are putting a complaint 
blank, in the form of a coupon, in the News this week to make 
it easy for people to complain. I think that-the very first ° 
time an REA man or woman sees that blank he or she might think 
that the Administrator or Deputy Administrator and a few others 
are Wlaying . down on them", That is not the ides, gentlemen. 


R EE, 69766 


I went into the city hall at Philadelphia some years 
ago to find some indications of gang rule and, believe me, 
that was some experience. There were thousands and thousands 
of complaints that rained, in on us; so I said to the Mayor 
"Tet ug make them complain." We posted these complaint forms 
in numerous places throughout the town, and we received 
every conceivable sort of complaint. Then we offered a nun 
ber of prizes to the policemen who brought in the best sort 
of complaints. In less than six months we received around 
100,000 complaints.: Then we began to receive letters of 
commendation. I shall never forget the day when someone came 
in and showed me a letter of praise. It was around one of -the 
holidays, either Thanksgiving or Christmas; so we offered the 
largest turkey to the person responsible for the nicest letter 
of commendation that was received. 


a: Now, gentlemen, this is what is going to happen on 
this complaint blank. We are going to find out just what most 
people think we are. JI think we are better than most people 
think we are, and, also, I think we are "punk" in some respects. 
Nobody can be 100 percent at every point; but just let us find 
out how good we are and I predict that within the next few 
months—-the period within which our roofs were somewhat leaky 
will end and the roofs will again become tight and we shall go 
ahead to the next turn of duty. 


I went over to Baltimore a few weeks ago and gave a 
talk which has been mimeographed and circularized, under the 
title of "Rural Electrification in Spite of the Experts! and 
I want to ask you to read it and tell me what you think of it. 
I really did not write.it, so I can say some nice things about 
ite -lnethat talk we tried:te illustrate. the. idea, that, vit. we 
had listened to everybody who talked to us. before we started, 
wé should never have gotten started. All the different rea+ 
sons these experts gave us of why it should not be done! And 
we simply, in that little talk, tried to pick out four or five 
little things where these experts were absolutely wrong, and 
we demonstrated that we were. pretty nearly absolutely right. 
Now we have been connected with a good many of these forlorn 
hopes; a good many things looked pretty flimsy at the start, 
but, thank God, a good many of them have come through; so it 
does not worry me when people throw stones. 


But I think it is very important that you men and 
women who are carrying this REA banner get that point of view; 
try to be charitable to the people who believe we are doing 
something that cannot be done, but do not waste too much time 
arguing it out with then. 
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I’ was connected in the early stages of my career 
with scientific.management. A number of people approached me 
and asked me to: tell them in a word what "scientific manage- 
ment"' was. I met'a professor at Harvard who was trying to give 
a course of lectures on the subject and even he had a hard time 
explaining it. Finally, it sort of arrived on a world-wide © 
scale and in the last ten.or fifteen years I have not-been try— 
ing to do any proselyting. It was not necessary. 


Now, we have not achieved our objective. We are far 
from it, but I, personally, have more confidence in it every 
daye What we are accomplishing is not an easy task. We are 
gradually stealing up on an objective that is the greatest. 
positive movement in this country. You certainly have heard 
of ity,—certainly within the last few days the flood situation 
has confirmed our belief,-—~and unless we go ahead the dream of 
Jamestown stops. It will not stop for you, but-for your chil- 
dren and your grandchildren. Now what I want you to do-—-you 
individuals, you lawyers, you engineers and you economists—— 
is to do your part and don't have too much anxiety about what 
the other fellow is doing. 4 


I am going down to the Department of Agriculture, at 
the invitation of the Secretary, to talk to a group on the 
question of load building. We have got to teach the farmers 
and the farmers! wives how to use electricity, but it is not 
uo to the farmers or to their wives to use it. Broadly speak- 
ing, electricity has its foot in the door here and there, but 
we are still in the "horse and plow" stage. 


It is our job to so visualize the actualities of the 
oncoming electrical age that we make the implement makers get 
busye Now you cannot build a-load unless the rates are right, 
so we have to influence the people to bring the rates down. 

If you. have any imagination you can demonstrate, by the things 
that are being done in other fields, that it also can be done 
here. .Now, don't tremble about it. Tremblé about your own 
problems. There is going to be very little trembling because 
I am convinced that we are doing one of the finest things that 
is. being done in the United States today. 


When we started out you will remember that we held 
three meetings within a week--that was when Mr. Taylor was the 
administrator. By the way, did you all know that Mr. Taylor 
was appointed administrator at that time--~and he was a mighty 
good one while it lasted. Now while he was administrator and 
I was working for him, we held three meetings in a week. ‘The 
first meeting was with the Tycoons--the power boys, and the 
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presidents of the operating companies--which were fifteen or 
eighteen in number. It was a very secretive meeting. I tried 
to serve notice on them that we would "strike four bells" and 
that they had better meet us. They asked for $73,000,000, 


The next meeting was with the municipalities. I 
thought, there was our chance. I did think that we were go- 
ing to be able to do business with the municipalities, but 
they turned out to be more difficult to do business with than 
the private companies. 


Then, God leading us and Boyd Fisher helping, we 
called a meeting of the co-ops and there we began to see day-~ 
light. The co-ops have been our help in our time of great 
need, as you know, so today we are going ahead with the co-ops. 
It is not necessary to know whether we are going to have 
co-ops fifty years from now but we certainly are heading that 
way. We do not have to look too far into the future of the 
functions of the co-ops. We are doing business with them 
today and they seem to be a God-sent agency which makes it 
possible for us-—the REA~-to "do its stuff". 


I am no glassy-eyed banker lending money to these 
people, because if that is all we need, the other lending 
agencies would be enough, but Congress decided that that would 
not be enough. They did not want any grants made. Mind you, 
they gave us $100,000,000 in the same legislation that made 
it possible to make grants to cities for undertakings and 
activities of other kinds. It was not contemplated to make 
grants to these people in the country. These people did not 
want charity on one side and the glassy-eyed banker on the 
“other; they wanted the REA to come in between—--in a coopera 
tive and friendly way; and that is the purpose of this meeting. 
These agencies we have set up—ve want to make them feel that 
REA is going to back them to the limit of the law, and in re~ 
turn for that, we want them to back us, so that we in turn can 
make a worthy showing of the trust that is ours. 


Some time ago I read the life of Robert Owen, but, 
frankly, I know almost nothing about co-ops and I do not bee 
lieve that anybody knows as much about the subject, relatively 
speaking, as they might know. It is a philosophy of life that 
has to be worked out. Let us not think that because we are 
doing business with the co-ops that we are doing business with 
a hostile utility of some kind. The relationship should be 
entirely friendly. It is our feeling that the reverse cur- 
rents will come in and the co-ops will be friendly to us. 
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‘We have got to.set a goal for REA and each individual 
co-op with. whom we do'-business. Don't let ug make the mistake 
of being unduly influenced by the mistakes we have made in the 
past,.or that we are making today... The first money that we 
lent was out of emergency funds. Congress intended these funds 
to be spent. They first gave us a. hundred million dollars; if 
we had -been-allowed to keep that hundred million dollars we 
should have ‘been sunk. If we had tried to spend that one hun- 
dred million dollars, we should have had to be so loose in 
our technique that REA would have been discredited. At the 
famous meeting at Hyde Park our friend Harry Hopkins gathered 
in all the chips and left us with ten million dollars. From 
that time on we were a negligible agency, as far as relief was 
concerned, and we were given the opportunity to think this 
thing out on e reasonable business-like basis, on a cooperative 
basis and on a workable basis, so that we covld make the proper 
impression in the Congressional hearings in connection with 
this ten-year program. You know, President Wilson once said 
that an optinist was a man’‘who could see an opportunity in 
every lemon that is handed :to him. We saw our opportunity in 
that case and we have been cashing in on it ever since. 


Now I have already talked longer than I intended to, 
but I want to leave this thought-with you: Don!t worry too 
much about others in your own job, I have been receiving so 
many communications from people who tell me about something 
entirely out of their sphere of duty--about what is going on. 

I do not want to erect any bulkheads so that you cannot come 
and tell us what you want to tell us about things that are 
going wrong, but the success of.this organization is going to 
be built out of two things: (1) Bach man and woman making an 
effort to do his or her part--or job--in the best possible way, 
.and that includes cooperation:with your colleagues; (2) the 
other thing is to get into our activities all of the support 
and cooperation that we today individually and collectively 
are able to render, but.do not be glassy-eyed;. treat these 
people out in the rural districts as friends and then, I am 
sure, they will treat you in like manner, and, between us, I 
am sure. we shall get from Congress everything we ought to have. 


I. know that under Mr. Carmody's guidance and coop. 
eration this is going to be the most useful meeting the RRA 
has ever had. 


THE CHAIRMAN: “When I hear a talk like that--that is not only 
genuinely inspirational but factual-—-I think that the best 
thing. we could do in the next hour or two is to go into our 


rooms and think about it, privately. I cannot think of any 
thing that is better disposed to give us the route that we 
ought to follow here in the next few days. 


(Discussion off the record at this point) 


THE CHAIRMAN: The important thing will be the discussions 
here. It is necessary to state certain problems and to give: 
certain information, but the imoortant result, if there will 
ve any, will come out of the discussion of these topics. Let 
us remember that we shall be here three or four days; that it 
is unnecessary to discuss every phase of everything that comes 
to our mind this morning. Let us address ourselves to the 
particular subject in question until we exhaust it. 


The first speaker is Mr. Foster Adsems, and the 
topic given him is "What Our Program Means to Industry." 


MR. ADAMS: After such a vital speech, and vital remarks, 
figures and facts about materials that-we are using every day 
in our program may seem to you a little bit humdrum. 


Industry has benefited greatly from the REA program. 
To industry, federal participation in rural electrification 
has meant: first, increased sales; second, more men émployed 
and larger payrolls; third, increased profits. 


In 1933, when plans for a rural electrification pro~ 
gram were first being considered, construction of all kinds 
in the utility industry had dropped from $960,000,000 in 1930 
to $180,000,000. In many States, not a mile of rural line 
was built. Sales curves had fallen so low that despondent 
Managements were hanging them upside down or turning them to 
the wall; Manufacturers of electric equipment, contractors 
and operating companies were laying off men by the tens of' 
thousands. Profit margins disappeared, and the red ink of 
nerve shattering deficits replaced complacent surpluses of 
previous years. 


The National Recovery Program of the Roosevelt ad 
ministration, with its emphasis on the great social value of 
electric power, has sent business curves surging upward again. 
Construction in the electric light and power industry rose to 
$330,000,000 in 1935, and in 1936 it exceeded half a billion 
dollarse Rural electrification contributed substantially to 
these totals. 
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One of the great manufacturers of electric equipment 
whose losses have disappeared and whose sales and profits have 
risen sharply in recent months is the Westinghouse Electric 
and Manufacturing Company. Its president, Mr. F. A. Merrick, 
states that rural electrification will open up a one billion 
dollar market for the electrical industries over the next dec- 
ade. Citing the nature of the market, Mr. Merrick said: 

"This includes equipment used in the construction of the new 
rural lines, the sale of appliances and the sale of electric 
farm equipment for the use of electric power to the greatest 
advantage.'"' He asserted that over two million farms will have 
service by 1947. The foregoing gives us a clue as to what our 
industrial leaders think the program:-of rural electrification 
will mean to them——-a billion dollar market. 


The. Wall Street Journal, which has not been noteworthy 
for its advocacy of Government participation in power matters, 
recently surveyed the progress of the copper industry. It es- 
timated that during 1936 the consumption of copper has increased 
15 million pounds more than in any previous year-~—anh increase 
of 32 percent over 1935. Copper fabricators are operating at 
about 95 percent of capacity with many plants running three 
8—hour shifts. I quote the Journal: "The construction of 

.@Lectrification projects in the rural areas through the Rural 
Electrification Administration is credited with much of the 
increase." 


There are three steps in rural electrification which 
directly stimulate industry. The first step is the construc 
tion of the rural lines and services themselves. The second 
step is the wiring of the customers! premises, and the third. 
step is the acquisition by the customer of electrical appliances 
and equipment. The REA is vitally concerned with each step and 
the extent to which industry and the farmer will benefit depends 
directly upon REA policies and the way in which they are carried 
out.e For example: an adequate wiring job as opposed to a skimpy 
job will use more and better materials. Once the adequate 
wiring job is done, industry and the farmer will both stand 
to gain once more by the fact that it will be easy for the 
farmer to use substantial appliances and equipment. 


Because of the fact that HEA itself does not build 
-rural lines (employing its own labor and purchasing the neces- 
sary materials) it has at all times been difficult to secure 
accurate and timely data relating to the-labor and materials 
used in line construction. For such performance records we 
are dependent upon each applicant, and it is reported that on 
only one pro ject--Iowa-6—Dallas--have all the essential records 
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been filed with the RBAs’° You will recall that Iowa-6-Dallas 
serves a resettlement project. Because of its small size and 
its heavy density, this REA project is not typical--customers 
averaged about twenty-five to the mile. It is unfortunate that 
the one REA project on which adequate records are available 
should be so wmrepresentative. 


A study which the Engineering Division recently made 
of all REA construction contracts showed the following break~ 
down of costs of rural line construction. Now I have here a 
chart (referring to large chart on the platform). This chart 
was made from a study by the Engineering Division of the con- 
struction contracts themselves. From it you will note how the 
Rural Electrification Dollar is broken down when it is finally 
spent. I have here another chart, which is too small for you 
to see, but which is the same type of chart as the big one. 
This also was prepared by the Engineering Division and was 
printed. in the Rural Electrification News of November 1935; 
the data shown on the big chart was compiled about a year 
later. There are certain differences in these two charts. 

For example: hardware and insulators then show 8 percent, and 
they are still 8 percent. Direct wages, which were then 29 
percent, are down now to 24 percent. ‘Transformers, which were 
25 percent, are down now to 17.6 percent. Conductors, which 
is the biggest segment, are now 26.7 percent, and were then 
13 percent. Many factors which have influenced those changes 
will occur to you, and I think it will be interesting to have 
the engineers outline them in some detail. 


Analyses have recently been made of construction 
contracts on four different REA projects. An analysis has 
also been made on the bid on the first section of Indiana-6-— 
Boone and the actual construction costs of this section. Poles, 
pole top assemblies, conductors, services, total transforming 
cost, meters and sockets, overbuilding, clearing and trimming 
are all shown separately. These analyses are principally of 
interest in showing wide variations in the costs of some of 
the same operations. If we were to speculate boldly on how 
much the rural line building alone would mean to industry in 
1937, we might work with the following rough figures: 
Under favorable circumstances, the REA projects constructed 
this year will total about $35,000,000. ‘This will be augmented 
by about $30,000,000 of private utility construction which will 
bring the total for the year to around $65,000,000. Approxi- 
mately $46,000,000 of this total will be spent for poles, trans. 
formers, meters, conductors, hardware, etc. 
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There is little evidence available upon which to base 
estimates of the second step,--the wiring of rural premises. 
Apparently, the number of answers to the question, "How much 
does it cost on the average to wire a rural premise?"; is 
limited only by the number of people to whom you can put the 
question. Through the Edison Electric Institute, the util- 
ities recently went on record by stating that the average 
cost of wiring to new customers along their rural lines was 
$69. There is a figure which may well be questioned! In 
another issue this year of the Edison Blectric Institute, 

He Ae Brand, Commercial Engineer of the Niagara Hudson Power 
Corporation, stated the results of two recent investigations 

of the costs of farm wiring and equipment. One on the west 
Coast and one in Massachusetts indicate that for a 600 kilowatt— 
hour per year customer, wiring alone may average fron. $100 

to $112. 50. For a 2,000 kilowatt—-hour per year customer, the 
costs may average from $170 to $325. Examples were ‘cited 

where wiring costs have exceeded $900. After surveying a 
number of rural wiring jobs in Minnesota, an REA representative 
specializing in wiring ventured the estimate of "around $125. 
In Idwa, the management of one of our projects solicited bids 
for the wiring of three farms which were typical in the project 
areae The low bids on the three jobs ranged from $173 to 

$192, (Eastern lowa Light & Power--a cooperative). 


A middle figure for wiring appears to be about $125. 
The rural lines which may be built this year with public and 
private funds will be designed to serve over 200,000 new rural 
customerse ‘The wiring of these rural homes will mean an invest- 
ment of about $25, 000,000--approximately half of which will go 
for wiring materials. (Incidentally, it may interest you to 
know that a recent court decision in a patent case indicates 
that a monopoly control of insulated wire may be broken and 
the cost of such wire slashed. ) 


Before considering in detail the third step,——the 
appliance business which industry may secure from these new 
rural lines,—let me briefly review what the recovery program 
and the focusing of the public mind on the advantages of an 
abundant use of electricity have done for the electric appliance 
industry. Let us see how much improvement this has brought to 
the electric appliance industry. In dollar value-—and using 
only those appliances for which data were available in each 
year—~sales in 1932 which were $790,000,000 increased to 
$2,017,000,000--over two-and-a-half times the 1932 total. 


10 


K. B, 69766 


Major appliances increased even gest as will be seen from the 
following figures: 


1932 1936 
mee ee | VALUE 
NUMBER RETAIL | "NUMBER ‘RETAIL | 1936 IS 
PRODUCT SOLD _ VALUE "SOLD VALUE TO 1932 (% 
Vacuum Cleaners - 9 bifeyety. WHE 
(Floor type) 447,056 $17,882,240 $1,146,151 $62,178,692 BAU? 
Radios 2,620,000 . 124,860,000 8,825,000 503,025,000 402.9 
Ranges 60,000 9,000,000 318,000. 41,413,140 460.1 
Refrigerators 798,000 155,610,000. 2,000,000... 328,000,000 201.8 
Washing 
Machines 569,830 33,619,970 1,533,300 . 101,259,132 301.2 


Now the question arises as to how much equipment can 
the farmer. use on these rural lines with benefit to himself and 
to his pany. The ultimate answer no one knows, for new appli- 
ances are being invented for new uses of electricity, and im- 
proved appliances are being developed to provide improved per- 
formance in doing old tasks, Whon an answer is sought as to the 
extent of the volume of appliance sales in the near future, wide 
variations are found, There are faims in many parts of the 
country which use from $500 to $2,500 worth of electric appliances 
and equipment. Some of these are show places, and they cannot 
be considered as typical. Indicative of what can be done in a 
relatively short time, I cite the following figures covering four 
projects in three Southern States during the first five to ten 
months of their operation! 


Percent Saturation 


Per- Months of WH Con- 
cent Operation. sumption be. bit 12/1/36 
Farms ~as, of Per Farm Water 
12/31/36 yy REE BASS vis Refrigerator. Range Heater 
Monroe Co., Miss... -75 10 cbf 50 iz 1 
Meigs Co., Tenn. wiGin sce 5 A2 25 | 5 982 3 
Deck River ‘Goraeya /. 
near Franklin Co... . 
Tenn. LOO i 61 at a 
Cullman Co., Ala. 100 5 oR 14 1 


cm! 


Critics will say "Yes, but these projects have the. 
advantage of low TVA rates." They will not direct your atten- 
tion to the offsetting factor of the relatively low purchasing 
power in the project areas, It seoms to me that the Monroe 
County project presents a challenge to the REA to achieve a 
50 percent refrigerator saturation on its lines by the end of 
the first year of their operation, 


Appliance sales for the 200,000 new rural customers 
that we were considering a few months azo, should exceed 
$25,000 ,000-—-without including the plumbing fixtures and. equip. 
mene Ss many farmers will install. This estimate is based 
upon a conservative figure, $125 per customer, The recent sur- 
vey of the industry resulted in an estimated average figure on™ 

$141, 


Agricultural machinery may itself undergo considerable 
modification in gearing it to electric power. 


A talk, filled as this has been with many percentages 
and a seemingly endless dull procession of ena provides 
about the usual. type of answer to the question of what a lend 
ing oy ae for construction means to ee 


Are you rasey to explore a few new avenues of thought - 
and suggestion with me? What different approaches to industry 
might the REA program have? 


Instead of piecemeal purchasing of untested equipment 
in a haphazard. way by each unguided. and unwary customer on our 
new lines, our new customers might profit by having the REA staff 
give thought to the following transaction. When the Public Works 
Administration went into a large scale housing program, some mem- 
bers of their staff did some quiet planning. They decided to 
equip all the kitchens of some of the housing projects with elec- 
tric refrigerators and electric ranges. Their technicians worked 
out in complete detail what they thought the specifications 
should be for these ranges and refrigerators, and then they called 
a conference at which the management of each manufacturer of this 
equipment was permitted to send one--and only one-~repre senta~ 
tive. This conference took up each individual specification and. 
thoroughly discussed its merits and drawbacks. ‘Then objections 
were raised, they were thoroughly investigated, and it was often © 
found that the objector's own plant was not equipped to meet 
the. specification under fire. In roush figures subject to 
later refinement, the following were the results of this 
thorough-going conference: Bids were finally let for 17,000 
refrigerators, but initial price was not the only consideration-~- 
performance and economy were given woight. The bids were to be 
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submitted on the basis of the cost of the unit plus operating 
costs at one cent per kilowatt-hour over a ten-year period. 
Westinghouse was the successful bidder, having guaranteed a 
consumption not to exceed'1.32 kilowatt-hours per 24 hours. 
They are reported to have: bid about $67 for each unit, which 
was $5 more than another manufacturer bid, but Westinghouse 

was th 1e successful bidder, because the consumption guaranteed 
by the other manufacturer was about 1.6 kilowatt-hours. Under 
the terms of the award, refrigerators were taken out of the 
first 5,0CO built and sent to the Bureau of Standards for test— 
ing. If their consumption turned out to be in excess of the 
guarantee, the difference between the guaranteed kilowatt-hour 
consumption and the tested consumption was to be multiplicd by 
one cent per kilowatt-hour for the number of kilowatt-hours in 
ten years. That in turn was-to be miltiplied by 17,000, the 
number of refrigerators, and the answer deducted from the con- 
tract price. This daring innovation of the PWA has resulted in 
securing unusually low-priced refrigerators of tested quality 
and tested performance, and: the consumers who dwell in the Gov- 
ernment housing during the next ten years will profit from the 
courage and foresight of: the Government's technicians. I 
understand that the electric ranges were purchased upon a 
Similar plan. In a few days I shall have the exact details of 
these transactions and shall be glad to make them available for 
reference. 


Another possibility which we might explore would be 
mass purchasing of materials for our rural line construction. 
Today, each contractor or-each borrower is buying. When we have 
two hundred projects under construction, we shall have two hun- 
dred buyers in the market placing their orders "hit-or-miss" and 
running up the yrice on each other of needed materials and equip- 
ment. 


The War Department is reported to have surveyed this 
country's industrial establishments and has planned for allotted 
orders and allotted production under planned control during the 
next war. <A careful inquiry by REA would determine the capacity 
of different plants.for pole treatment, of different fabricators 
for transformer manufacturer of. sundry copper companies for turn- 
-ing out wire conductor and of the aluminum industry for making 
aluminum wire. 


The employment provided for a given amount of produc-— 
tion could then be determined and a survey made of the avail- 
ability of a trained labor supply for each complete operation. 
After determining the amount of line to be built in a given year, 
REA might then assign production quotas to different companies. 
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By considering employment conditions ‘and prices in determining 
its annual rural lines budget and in placing its allotments for 
supplies, costs might be kept under control and employment fur- 
nished where it was mo st needed. ‘The national economy, and the 
farmer at the end of mae new | Spur line, might both benefit from 
such a program, 

' If costs are to be kept within bounds, serious and 
intelligent thought imast be given to their control.’ Most con- 
struction costs are moving up. The Engineering News-Record con- 
struction index number moved up 10 percent in 1936, and is higher 
this month than last, With the volume of data flowing into RBA, 
we should have a rural lines construction index which would pro- 
vide an accurate suide to rural lines costs, With so much statis-— 
tical work carried on by so many parts of REA, perhaps an exist- 
ing index will be found buried: RoeP, abe Pi files of. some operating 
sectiont 


The cooperative aspects of our program are of great in- 
terest to industry, Perhaps "interest" is too mild a word. Con- 
cern and curiosity emerge on every side. How effective will co- 
operatives be in placing electric equipment on the new lines? 
Cooperatives have had a substantial growth in recent years. They 
have been thrust into prominence by the friendly treatment of the 
national administration, Westinghouse is reported to be using 
one of our cooperatives as an experimental ground. General 
Zlectric has made overtures to another+-meanwhile keeping a 
nervous eye upon its established dealer relationships. si 
facturers, jobbers, dealers, retailers, co-ops, chain store 
and mail order houses’ have all sensed the promise of a Cae 
volume of new business, and are scrambling madly for the dol- 
lars of REA borrowers and their customers. The careful student 
may soon sense new developments in methods and techniques of 
distribution, What part will this organization play in shaping 
these developments? 


Many other challenging ideas--too numerous to mention-- 
have been coming to your attention in the months which we have 
invested in this program of REA. In closing, may I direct your 
attention to the contribution which RHA is making to forces which 
are in conflict--one set influencing a United States toward de- 
centralization--the other set forcing the nation toward increased 
centralization. The encouragement which electricity in rural 
areas gives to the reestablishment of small rural industry is 
well known, The establishment of electric cooperatives is itself 
an important move toward decentralization. Conversely, *by in- 
creasing the use of the radio in rural areas, REA is building 
up new markets for nationally-advertised products manufactured 
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by our great corporations. The demand fox nationally-advertised 
products, coming for the first time from many rural areas -which 
have received electrification, has aroused widespread interest, 
and it is reported that one of our large broadcasting companies 
is considering the advantages of making a field study of the 
significance of this development. The ultimate value and sig 
nificance of our program to industry is for the future to detor. 
mine. Already the REA has meant increasing sales, larger vay- 
rolls and improving profits. Ahead of us is the billion dollar 
market. Sete See 


Tie CHAIRMAN: Apart from the broad picture of industrial par- 
ticipation in this great program that Mr. Adams referred to, 
avart from the social implications, and also apart from this 
question of group buying and annual: budseting of purchases in 
cooperation with lesitimate vendors, we have the narrower ques- 
tion of how these costs have changed from where these costs 
were reported one and a half years ago. Do you care to say a 
word, Mr. Adams, about the chance in conductor costs? 


MR. ADAMS: I should like to hear from the engineers on that, 
Mr. Chairman, - 


MR, HERRING: Do the figures you have just quoted come from 
Engineering? ie 


MR, ADAMS: These figures were taken from a compilation made 
by. the Engineering Division from the construction contracts 
up to last fall. In other words, the figures were taken from 
the contracts let. 


COLONEL SASS: I understand that you represented these figures 
as being very recent fisures, Mr. Adams. That information was 
called for on very short notice, and I was not told what it was 
to be used for, We took figures that we had, representing ‘con- 
tracts or estimates in Ohio in the carlicr period of last yoar, 
where the materials and labor were separated. From this we 
could get some idea as to the various proportions of materials 
used. At the present time the contractors do not show the labor 
and materials costs separately; ‘the material and labor costs are 
all together. hese figures therefore are not recent figures. 
The conductors in most cases may represent costs for clearing, 
and labor, as well as the contractor's profit, and cannot be ; 
separated. It all depends upon the méthod the contractors wish 
to use. The contractor may increase his costs on some particu- 
lar control items in order to make his bid more competitive and 
thus make it easier for him to compete with another contractor. 
‘So I doubt very much whether these figures therefore give a 

true picture of the situation as it is today. 
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MR, HERRING: The figures just given were based upon estimates, 
and the conductor costs there were the costs of the materials, 
not the costs in place. If these figures include any other 
costs, it will be reflected in the labor cost. Approximately 
5 or 6 percent of the labor cost is represented in stringing 
the wires. That increase in conductor costs might be due to 
increased costs in the materials. I remember a year ago copper 
was around nine cents; today it is thirteen cents; so there iis 
a very material difference in copper costs, and copper costs 
represent something like 50 percent in our conductors. This 
figure on transformers is based on actual cost, and it might 

be 1 percent or Ima /2 percent down. I do not remember the fig- 


“© Ue on poles. 


MR. ADAMS: Seventeen cents. 
MR, HERRING: Now it is 19-1/2 cents. 


MR, TAYLOR: JI think the original chart is based on a single- 
phase line, two wires, This, undoubtedly, has a four-pnase line. 
Your pole. costs, in poles, will be the same, but your percentage 
there will be lower. 


MR, HERRING: I should like, myself, to know the difference in 
the percentage costs of conductors. . 


MR, ADAMS: Do you consider these figures as being. typical of 
the program, Mr. Herring? I should like to know in what way. 
they should be changed, if they are not typical. 


MR, HERRING: Your labor cost is too low, for some reason. It 
should be around 30 percent. You may have included the conduc- 
tor costs in some of the labor costs. ny 


MR, ADAMS: Would you not then have a change in insulators and 
hardware, if your labor costs entered into that? 


MR. HERRING: Hardly. 


THE CHAIRMAN: We cannot do anything with this now. We are 
talking about different things. The thing to do now with this 
is for Mr. Adams and whomever Mr. Herring designates in the Zn- 
gineering Division to get together and ascertain the accurate 
figures. To me, this represents one of the very real reasons 
why these various kinds of conferences are necessary from time 
to time. We mst have a clearer understanding among ourselves 
of what we are doing, why we are doing it, and what we are doing 
it with. I think we shall find, on this business of statistics, 
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that we shall perhaps start out with a statistical committee 
whose business it will be to let these statistics out to those 
who want them, Now, operating people need. live statistics. I 
have spent most of my life as an operating man and I have not 
been able to operate intelligently without accurate, complete 
and final figures. That is the basis on which we ought to assem 
ble our statistics and the basis on which we ought to use them. 
This is a typical example of what is happening all the time-- 

we are comparing two different things. I shall ask Mr. Adams 

if he and one of Mr. Herring's men will not sit down and work 
out accurate. and final figures. I think, before we get through, 
we ought to go on with Mr. Adams to explore this group purchas— 
ing, but I do not think we shall: do it at this stage of the con- 
ference. Let us first develop a little the total purchases that 
are actually being made. We shall come to that, perhaps, Wednes- 
day, let us say. Now let us go on with this definite program, 
This conference is for the field people largely and desiesned to 
enable them to give us information and, in turn, enable us to 
give them information they might need. We shall now hear from 
Mr. Falkenwald, who will present to us, "The Latest Practice of 
Developing a Project". 


MR, FALKENWALD: It is rather difficult to say just how a proj- 
ect should or should not be developed because there are no two 
men who work exactly alike in the field. Then, again, we very 
seldom deal with the same types of people, and we do cover a 
lot of territory, as you mow. I have been trying to develop 
not one county but ten different counties in a State at the 
same time. This is how we work. We know that it will take, 
approximately, a couple of weeks to develop a single county 
project, so if a field man calls on a certain county group and 
then has to wait another two weeks or more, in order to finish 
his development job, you can readily see that he has ample time 
to do things which you, working only on one project might not 
be able to accomplish. Now then, regardless of the opinion that 
any of you may form of me during my following remarks, please 
remember that we still have. some gentlemen in the development 
ficld who do not necessarily follow my plan of action. 


When I get an order from Mr. Fisher to go into a 
certain State, he really means that I go out there and do the 
job, and if I get into any kind of trouble--well, it is just 
too bad. I get data from our files showing how many farms are 
now being supplied with electricity in the various counties of 
that State, what the percentages are, and how many farmers have 

he service in any one specific area. I then mark on the State 
map the locations of the municipal utilities in the State. I 
find out whether or not the utility has been fighting them and 
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whether or not they are fighting the REA and the farmers. I 
usually try to locate the most prominent person in that area, 
and my first choice is a promoter, because. if we. have a good. 
promoter in a given territory, we can accomplish twice as much 
work as we could do otherwise. However, in sections where we 
can find no promoter who is actually. sincére.and on the "up- 
and-up"' I call a meeting of the farm leaders. These farm leaders 
will locate the best counties in the State for our development 
purnose and say whether or not the people in those particular 
counties would be interested in the service, and also whether 

or not they think I should go through with the REA program. 

It generally ends up with the farm leaders thinking that REA is 
a good idea, but that it would take two or three years to get 
the rural electrification started, and that it is best.after all 
to go to the utilities for service. By that time I have secured 
sufficient data from the farm. leaders. If the. counties they : 
recommend are nowhere near a municipal plant I find out whether 
or not I could develop them into projects. As you probably . 
know, we have a most difficult time getting a real-wholesale: 
rate from the utilities and municipalities... Incidentally, in 
such counties we generally step into a newspaper office and: -. 
tell the reporters that we are going to give them a "break" and 
sugzest that they keep in touch with us. We usually tell our 
story over the radio and ask the newspapers to give us as much 
publicity as possible, We then call on the county agent--—some- 
times it is the Farm Bureau president--and explain our program 
to him, He usually gives us a "line" that he is pretty busy, 
but we do not "let on", We ask him to give the matter his © 
immediate consideration and tell him that we should like to have 
him on the program; that we are getting plenty of publicity, and 
all that sort of thing. However, we tell him that his name on 
the program is not compulsory; but if he does not come across 

I tell him that we will notify the farmers: that he does not care 
to cooperate, and that warning seems to have the proper effect; 
they usually respond about that time. Semetimes we even have 

to do things that we are advised not to do under any other cir- 
cumstances. We tell the county agent that he absolutely must. 
have a large crowd present at our proposed meeting, because if 
he does not, his neighboring’ county might get to work ahead of 
him, and, believe it or not, the "brings him across". After 
that is done, I explain to the county agent that-it is necessary 
that he have the survey sheet forms mimeographed; we usually 

ask him to print twice as many as are actually necessary to 
cover each farm in the county. We also ask him to get the county 
“maps from his county post office or highway department. I ' 
also impress upon him the-fact that the leaders must not have 
electrical service, in order to assure their working whole-— 
heartedly in our program to help get service not only to their 
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own farms but to their neishbors! farms as well. Then we sched 
ule a meeting at some hall or church, and I leave the county 
agent telling Him. that I shall be back later to check up. In- 
cidentally, we hold our meetings at night during the summer and 
in the afternoon‘during the winter season. After we arrange 
for these meetings we generally call on the janitor of the - 
cimrch or the hall, where the meetings are to be held, and ask 
him to look after the furnace and have the hall in proper con- 
dition for the meeting. mat is how we operate from county to 
county; we can schedule ton county mectings in a row by this 
method, 


I then go back to the first meeting scheduled and tell 
them our story-~and,. believe me,‘ it.is a “honey", These farmers 
are "all ears", too. -I admit that we are probably a bit too 
optimistic at times, and also over-enthusiastic, but why aot? 
The farmer is entitled to ,his'lights!- The attendance at- these. 
meetings ranges anywhere from 200 to 2,500 farmers-- depending 
on the size.of the county and the publicity given the meeting. 
"Unless you get a crowd there you cannot Set a project", is 
what we usually tell the county agent.. At the meeting I ex- 
plain our method of rural electrification and how i% works, 
and why the farmers should use at least 100 kKwh a month.in 
order to assure them the benefits of REA, By that time. they. 
are anxious to get started and eager to know lots of things; 
the meeting is then thrown open for discussion. After the dis- 
"ssion is closed, I ask the farmers how many of them would want 
to go throug with the. program and, invariably, ninety-five per. 
cent of the hands go up. Before I dismiss the meeting I explain 
to the farmers how a county .survey will be made and that if each 
individual township does not sign up they will not become a part 
of the project, Now all of us know that the average farmer is 
rather peculiar when it comes to Siving things away. The moment 
someone tells him that he is soing to give the farmer some thing, 
he besins to suspect:there is something wrong. But the moment 
he finds out that his neigiborins county or tovmship is foing 
to get electricity through cooperation with REA he "wakes up 
and gets busy. I then ask them to appoint, from among their 
neighbors, one farmer for each ten ferms to be called on to 
get the customer survey sicots signed. I tell these represen- 
tatives that have been selected that they must have these sur. 
vey sneets signed and back to their county azent within a -weelk!s 
time. In that way they will push their assistants and get the 
Signed sheets back to him. 


Within a.week's time we call on the county agent and ask 
him to "spot" the farms represented on the sheets ‘onto the 
county map and to put a number on the map corresponding to’ the 
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mumber on the survey sheets. After he does that, we take the 
original map and superimpose the marks thereon onto a new and 
fresh map; then we draw in the proposed lines. We, personally, 
draw these lines on the map and also tspot" the farms on the 
map. Then we send in these sheets, together with the engi- 
neering and tecunical data which we have collected. 


Next we call a conference with the mmicipal plant offi- 
cials. They are generally prepared for us, because they feel 
hat we are going to cut their rates. We-tell them that we 
cannot set rates-wholesale rates--but tnat the rates we have 
been getting for various cooperatives are down anywnuere from 
1-1/2 cents to seven mills per kwh, ‘Then we proceed to show 
the mayor and the politicians that if the co-ops purchase, | 
say, for instance, 40,000 kwh per month and it costs the mmmici- 
pal plant only seven mills to generate, and then if they 
can sell that amount for twelve mills, they will profit approxi- 
mately $200.00 per month on this transaction. The only things 
the municipal plant officials are interested in are: How much 
will the city make out of it? And, why should we go to the farmer 
in the first place? In one case we had them give us a tenta- 
tive wholesale rate--from 1 to 1-1/2 cents averaging twelve mills 
per kwh. One city councilman happened to be a miller and he 
was paying a 1-1/2 cent-rate for power at his mills. He told 
us that he could not see why the farmers could not pay as much 
as he did. aM 


(Remarks off the record at this point) 


Now, as I have said before, do not compare: the other 
field men with me. We feel that we are getting a real job of 
coverage and doing a real job for the farmer, and-for the RHA 
program, iM ci i 

(The meeting adjourned at 11:00 a.m., 
for a fifteen mimte recess) 


THE CHAIRMAN: Mr. Boyd Fisher, who is head of Development, 
needs no introduction to this audience. He may be one of the 
few persons wio really knows something. about cooperatives. 
Somebody ought to know their history, their organization, 

their failures, ctc. At any rate, this state-wide question is 
extremely important and everybody connected with rural elecitri- 
fication knows what state-wide is. Mr. Boyd Fisher. 
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MR, FISHER: Mr. Carmody, ladies and gentlemen of Rural Elec- 
trification Administration: I take it that this isa confer— 
ence and so I may be borne with if I just talk as if I were with 
an informal group; because of this fact I have not prepared any~ 
thing specific. The subject is all so familiar that the problem 
is not one of deciding what to say in the available time, but of 
selecting the most important things to say. As Mr. Herring has 
pointed out, the subject of the state-wide organization and the 
study of the promotion of a single project are to some extent 
separate topics and can be regarded separately. I like to think 
of them, however, as two aspects of thé same topic, that is, the 
promotional work if we may call it such or this development work 
such as described by Mr. Falkenwald. This is the aspect of 
generating enthusiasm and bringing a message, which is the mis- 
Sionary side of our task, The state-wide aspect is that which 
comes back to us from all of the forces resident in the State, 
eager to know what they are receiving. And it is, in a sense, 
our problem so far as possible to transfer this job such as 
Charlie Falkenwald has described, to the people themselves 
through their state-wide representation. If we waited, as 

Mr. Carmody has indicated, and as Mr. Falkenwald clearly 
pointed out in his speech, until the people out there had grasped 
the whole idea and brought the thing to us completed, it would 
be two or three years--if ever-—before we had a program. On the 
other hand, the development of projects by main strength and 
awkwardness, by difficulty, discontent, by bumping people's 
heads together and by polite devices such as this young gentle~ 
man has used, cannot go on forever. But at present it is a 
dominating aspect of our program. 


As I heard Mr. Falkenwald, I felt like saying, "I used 
to be a field man once myself. I started this game which seems 
to have developed into a technique of which I am only dimly .con- 
scious." It reminds me of a party for a Colorado delegation. 

I met a man who I supposed was a Congressman. "I am just a 
newspaperman," he said. I remarked "I used to be a newspaper-— 
man once myself." He looked only politely interested. I said, 
"I got out of it, because I was not good enough to stay in it." 
He said, "It-is quite obvious to me that I am still in it, 
because I am not good enough to get out of it." I began to 
feel that I got out of the field service and the operation of 
it because I was not really good enough to stay in it. 


The method which Mr. Falkenwald has described seems 
at least forthright at times, but a little brutal. However, I 
am sure that Mr. Falkenwald has given you the whole works. He 
has not held anything back except the fact that he does not 
need to give them both barrels all of the time. I have seen 
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that fellow working and he doesn't use any pressure that is 
not necessary and he is a great deal:more subtle in his work 
than it appears from his description. 1 don't think that any 
person could have opened up Illinois and Louisiana as he has 
without creating a revolution unless he had used pretty good 
sense in deciding when to shoot. Mr. Falkenwald waited, when 
he fired, until he shot away their fears. 


We found little financing out in Illinois; their 
Committee, as they call it, includes representatives of both 
the Grange and the Farm Bureau and one or two other miscellane- 
ous groups as well. Some months after Mr. Falkenwald's visit, 
we met the persons in this whole enterprise in one room and 
the only person who was frankly and completely critical of Mr. 
Falkenwald, although they were all glad that he was out of the 
State, was a man who had been employed by the utilities and 
who had been lent to the university, and is now called "Pro- 
fessor", and was. still working the old game. 


Now, we have a string of projects throughout the 
State of Illinois and persons who a year ago when I first went 
out there were more than critical, some of them frankly in 
opposition to our work, are now asking where they can take 
hold and help. And furthermore, in Louisiana, where we had 
no projects whatever, in less than a month this same active 
young agitator developed a million and a quarter dollars! worth 
of projects and has the whole State lined up, including Senators, 
for rural electrification, and a utility with headquarters in 
Philadelphia is now asking for, the privilege of taking over 
our whole program in Louisiana. They will bring electricity to 
every farmer who has signed up if we will just let them do the 
job. I regard that as an accomplishment; and it happens to be 
the kind of accomplishment I like. It has its unfortunate fea- 
tures. It complicates matters that we cannot establish all of. 
our machinery to take care of the results promptly enough to 
make good on promises which when made, were perfectly legiti- 
mate, but, when deferred from month to montn for one reason 
or another, become disappointments. 


Now, I think we have to get together with ourselves. 
Our program has not been as rapid in the working out as all of 
us have given our pledge to make it--I mean all departments, 
I am not saying that this is inexcusable. I think the depart- 
ments that have not operated as closely behind these progressive 
results as we.all should like, are examining their methods to 
see if they cannot do so;, and on the other hand, 1 think it is 
up to us in the Development Division to work out a kind of 
balance of activity with the other divisions. If we are pro- 
ceeding too rapidly in any given way, if we are getting out 
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of step, if we are getting too far ahead of the procession, I 
think it is up to us to do something about it. We cannot just 
create disturbances for other divisions. 


I confess I am not wholly satisfied in the Develop- 
ment Division's point of view as to the amount of stimulating 
assistance we have had to give to the States. We have been 
caught between two points of a dilemma. On the one hand, we 
may have seen organizations highly agcressive, self-interested, 
with almost a racketeering approach on a state-wide basis for 
local people, such as we have had (I think I am talking in our 
own family circle) in the F.E.C. of Minnesota. On the other 
side is an extremely conservative, dragging sort of state-wide 
effort, such as we have seen in the Farm Bureau of Missouri 
where a very excellent man, the president there, Mr. Brown, 
appears to be ready this year to do what looked to be good 
last year. And we have States where all the avenues of pro-~ 
aotion are blocked by so-called authoritative persons who are 
facing the wrong way. von 


When Mr. Cooke invited me, about a year and a half 
ago, to get into the cooperative end, he asked me after I was 
on the job, "How do you propose to go about organizing cooper- 
atives." "Well", I said, "if you will let me work the way I 
want to work I will say, I won't. We won't do it in organizing 
all cooperatives. The cooperative idea is essentially initiative, 
rugged individualism developed through different community action 
of persons and it must be spontaneous. It must be self—develoned. 
It must be at all times self-conscious and no person in Washing- 
ton can organize a group of persons out in the field who are not 
already in the process of formation themselves for this sort of 
thing. It has to come from the local people." : 


You will see from what Mr. Falkenwald said, that thai 
is the way we have been working--not he alone, but all of our 
Tield persons, myself included. We have done some things that 
are dangerously close to organizing cooperatives and, naturally, 
we don't always want to have to supply the stimulus. We would 
rather have it come from the people and in some States it has 
come from the people. 


We have not had to organize our projects in Ohio and 
Illinois. We have not had a field man in those States. We 
have not produced a single project there, There are a few 
"“iiaverick" projects set up by those who preferred not to work 
with the state-wide and in which we have had to do a little more 
than write to them telling them how to do it. 
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So we have, I am convinced, an even situation in the 
problem of leadership. You may say as I say, that the cooper- 
ative is to be self-generated, but I was not quite correct in 
that. It should grow into that kind of self-consciousness, but 
there are to be leaders even in a cooperative, and it is our 
problem to take advantage of the cooperative tecnnique where 
it is, instead of where it is lacking, to find a leadership 
in the people which can bring forth that self-consciousness. 


I have a letter here, part of which I am going to 
read, which seems to me to present a very good approach to 
this whole »roblem. It comes from a Congressman in Texas, 
and is written to Mr. Cooke, who has not as yet read it. It 
has been routed to me in due course, because it is in reply 
to a letter which Mr. Cooke allowed me to prepare for his sig- 
nature after we talked over the matter. his man wanted a 
field office in Texas, and asked us to set up a regional office 
there. We replied at some length, with which I am not going 
to burden you, that from the very start we have been opposed 
to regional offices and now it works very well not to have them. 
He comes back with this reply, however: 


"At that time, I said that while I thought 
the PEA had been a tremendous amount of good, 
particularly in forcing private power companies 
to expand their rural lines,--" 


Let me interject that I think to date that has been our chier 
accomplishment. It has been our influencing value. It has 
forced the utilities to get busy and, for instance, in North 
Carolina, they are boasting of the number of hundreds of miles 
of lines that have been built as the result of the activities 

of the Rural Electrification Administration down there. As a 
matter of fact the North Carolina State Rural Hlectrification 
Authority is boasting about our influencing value in their own 
accomplishments. If it had not been for their interference with 
our accomplishments, the accomplishments would have been still 
greater because we also would have built some lines. At any rate, 
that contribution is recognized by this Congressman, who says: 


"Our people have not been able to receive 
any large amount of direct help because of what 
scored to me to be unnecessary and unreasonable 
delay in giving them any assurance of action." 


You understand that this unreasonable delay he is talking about 


is not delay in construction or delay in loan contract negoti- 
ations. Tis is wholly our complaint I am dealing with. We 
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have not worked fast enough. I am not passing on any complaints 
to anybody else, I quote again from. the same letter: 


"The only way we have ever made progress 
whatever in our section has been throuch the 
help of such private agencies as Mr. Morrison, 
who I believe to be a high-class and helpful 
citizen, but who is after all in the business 
for what he can make out of it. He has, how 
ever, been the only means our people have had 
of getting any kind of pseudo-authoritative 
answers to their questions and it will never 
be possible for these farmers to successfully 
carry on a business with authorities at Wash- 
ington with no means of local contact." 


I want to say that this Congressman must not happen to be in 
a district in which our field people have worked. We have a 
number of the staff who have been down in Texas helping them. 
Mir. Cooke, Mr. Nicholson, Mr. Lewis and Mr. Falkenwald were 
there within the last four months, The territory is so big- 

I think it is about one-twelfth the continental area of ghee 
United States. We have not yet been able to cover all of the 
ground, 


I quote again: 


"Certainly, the Federal Land Banks have 
to their credit a record of service unsurpassed 
by any governmental agency and I thinl it is in 
large part due to the fact that they are scattered 
over different sections of the country where 
officials with the power to say "Yes" or "Not 
can be contacted by the people. It is all 
very easy for those who are familiar only with the 
situation along the Atlantic Seaboard to say 
that they can carry on negotiations out. of Wash- 
ington, but it is impossible with people two 
thousand miles away," 


The Congressman goes on ror a whole page about the economic 
situation, etc. 


That is, in brief, that our program must be carried 
to the people and that the way of doing it is to establish 
branch offices. We pointed out: that it would be necessary to 
have a staff of engineers, lawyers, clerks and stenographers, 
and that after we would have set up an office, the Congress- 
man might feel that it represented just so mach patronage to 
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be controlled. The original idea would have gone native. 
They would be promoting some political set-up out theres 


The Congressman is right if he is sincere. If what 
he is after is getting the program to the people, he is right 
to this extent, that the "touch and go" method does not always 
ring the bell. ‘There has to be a gradual process of education 
and a gradual process of organization which we have not yet 
fully evolved. 


I think there are two answers to this problem and 
toward the approach which we are making. The first one, the 
state-wide promotional organization is apparently the best 
that the money of our friends out in the field can do. It 
looks to them like a permanent solution. To me, it is a tempo- 
rary, even an objectionable solution, but it is the only one 
that I can see for the time being which could be substituted 
for our aggressive but "touch and go" field service in place 
of a local agency such as the Congressman justifiably asked 
for. We have it in Ohio, in Indiana and Wisconsin. It is now 
rapidly developing in Iowa, Missouri, even Virginia and Michigan. 
We have a double-barrelled swarm of it in Minnesota and we are 
in the process of establishing one in other States. 


In other words, the organization of the farmers them 
selves has been into these state-wide organizations, with which 
we can come in contact by a process of collective bargaining 
and which can have a staff such as we might set up if we had 
a legitimate basis--a staff locally selected, responsible to 
the local people and a staff whom we are at liberty to argue 
with or to repudiate in any given aspect if we want to. We 
have to accept no responsibility for the mistakes of an 
organization like that, as.woe should have to do if we set up 
local offices out in the field. Furthermore, when we have a 
situation such as we have oncountered in Minnesota, with two 
lively organizations trying to "cut cach others! throats" by 
calling in the Scnators, the Governor and other prominent folks 
in political life--we are able to make.a pretty graceful exit 
until they compose their own differences; whereas, if it were 
our own offices that were being attacked we would have no re- 
course. Now I know that is arguable, and many persons might 
say that the argument is weak. Some think where there is such 
a rivalry that we should set up a bureau to conform to our 
set-up. I don't like that method. It can have no valuable 
results in producing a-single, cooperative, lively, local 
movement. At least, so it seems to me. 
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The idea of the state-wide is really working out as 
a thing that is pretty well limited by what we .can.do legally 
and our established policies added to those legal limitations. 
As ir. Nicholson pointed out at our last meeting here together, 
the law under which we are. now operating makes no mention of 
promotion as a thing for which it is legitimate to spend moneyv-- 
not even promotion when it is called development. All we can 
do is to assist in the project and give it the help whereby 
our money will be most wisely expended. ‘We have always to 
bear in mind the effect wnon our loans. 


One thing we cannot do is to hand out any money what- 
soever to pay persons whose sole job out in the field, not 
members of our staff, is to promote projects. ‘The only way 
we can get any compensation back to them, is to pay them for 
that part of their services which has benefited the project 
and only on projects for which we have allotted money after 
the money has been allocated.» Could it, by any chance, be 
legitimate to set up in those compensations any margin of 
payment which they may have for good will, and may devote 
gratuitously to the promotion of other projects for which 
they have not yet received an allotment? Maybe that will 
balance out. The Farm Bureau of Ohio spent an amout esti-+ 
mated at close to one hundred thousand dollars on, promotion 
before they received back any money, and before the Rural 
Electrification Administration gave them any part that is 
liable to come back. The last I heard was that they were about 
nineteen thousand dollars in the hole, so you can see in the 
course of time that they may come out even. ‘They are not try- 
ing to make a profit, 


All we can do is to allow the cooperative--I wish I 
had ir. Herring's statement for this which he read at. the 
advisory meeting. It rend something like this: That the 
cooperative itself may make a contract with the state-wide 
primary agency recognized as disinterested by the REA, such 
as the Farm Bureau or Grange or a combination of the two, 
wnereby the local will allow the state-wide to supply engi- 
necring and other services in getting them going for a fee, 
whenever it is able to pay it, and that that fee will be 
covered within the four percent engineering service fee allow- 
able to be allotted to the project. There is no other way by 
woiich these state-wides can get compensation at the present 
time unless some supplement be added in the future. 


We have tended more and more to approve and now urge 


membership fees of five to ten dollars per member in the co- 
operatives so that there will be a limited working fund on 
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which to operate. I think it is going to be discussed here; 
and on my part, I want to urge that, as soon as the law per- 
mits us to lend money for the operation of projects, we male 
a certain loan in addition to what we have been making, for 
the operation of projects--the payment of the maneger, the 
payment of the little office, etc.--until, say, after the 
lines have been energized for possibly one or two months. If 
we can do that--if we find it possible to do that on projects 
that can stand the additional financial burden, then tnese 
membership fees might include a little more for the purpose 
of paying promotional expense. 


I don't think there develops in these projects the 
answer to the whole vroblem of financing these state-wides, 
but I mention that there is this principal problem that is 
particularly difficult because it is one thing tnat has clearly 
arisen. ‘The state-wide organizations are all fairly well sat- 
isfied wit: the exception of oné which I think may be made so 
after we have looked into it. They are fairly well satisfied 
with what they have gotten out of the four percent engineering 
service contract, but it takes us several months to develop 
a project and get it through our organization. The first ad- 
vance of money does not come for a considerable time after 
their first meeting. Oftentimes, the first meeting ir. 
Falkenwald described to you may easily be forgotten if the 
state-wide is going to wait all of that time for their first 
money. How are they going to pay their staff? 


An agency like the Farm Bureau Federation of Ohio 
may have a fund from which it can draw, but agencies. like the 
Farm Bureau of Virginia and the Grange of Virginia have no 
funds on waich they can rely and it is a very serious problem 
to get a state-wide going. I am very unhappy to report that 
the difficulties under which the Virginia Farm Bureau and 
Grange had to suffer as a result of not being able to get 
funds to pay their staff and keep it contented have resulted 
in what may be a very serious grief in the Farm Power Board 
itself. They may fall out and blame themselves for what we 
have not been able to do for them. But the danger which I see 
in the state-wide promotional agencies, and a thing that makes 
it objectionable in the long run to me, is the fact that u- 
less it does begin to pay, unless they find a means to keep 
going, unless they have a relationship to these local agencies 
all over the State, the leadership of which I spoke may become 
too aggressive, too selfish and too self-interested; we may find 
that our cooperatives are in the control of little inside groups, 
that bear looking into, in each State. 
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Iam far from happy about some of these cooperative 
agencies-—wholesale cooperatives throughout the United States, 
The cooperative in Minnesota which started out as the F.E.C. 
seems to me to have too much of its control in the hands of a 
small group of insiders. The cooperatives of Illinois are 
headed by one man'who feels himself now so important that he 
can barely be persuaded to talk with anybody but the President 
of the United States. Now, I am not actually quoting the 
gentleman, The quotation I covld make is even more offensive. 
We find a number of folks who think that they see in this move- 
ment a chance for the state-wide, | 


An exponent of this view came up from North Carolina 
the other day. This gentleman said, "We have it worked out. 
The Farm Bureau and Grange are going to call a committee to 
organize rural electrification cooperatives. We are going to 
do this for whatever the Bureau in Ohio is getting for it, and 
the profit we make will be distributed to the agencies in 
educational work." There is nothing on which you can fool 
auditors as you can on educational work, I said, "Look here, 
Mr. So and So, I should like to have you amend your language 
before you go up to see the Administrator, He will not like 
that kind of language, At least speak the language that sounds 
like altruism, That language sounds like racketeering to me," 
We finally got his language somewhat purified. I was not happy 
about his approach, He said, "I am not up here for charity." 

I said, "You convince me that is s0, but some place in the State 
of North Carolina there ought to be gome agency which is so 
interested in the welfare of the farmers that it may Go some- 
thing without being out to play; say, an unimportant game," 

I have not seen that agency yet, I will confess to you, 


I am convinced of this, that if self~interest is 
going to rule in this problem--and I am convinced that self- 
interest has its legitimate place--I want it to be the self- 
interest of the farmers, the persons closest to the problem ‘ 
of rural electrification. And the first representative of the 
farmers that is going to act for them, I want to be the farmers! 
own electrical cooperative. I want to have that self-interest 
SO close to the.problem of making our program work that nobody 
else's self-interest can get a look ing Let's convince these 
State organizations. that they are just here on sufferance. 
They are just scaffolding-for the building that is to come, 
that the thing we really want to call important will be the 
association of self-energizing cooperative systems we have set 
up; and I am rather of the opinion that we have had that in 
mind sufficiently to keep open some of the avemues so that 
that can be brought about, aie 
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At our conferonces which were held a week ago Monday 

with the National Advisory Committee on Rural Electrification 
representing some of the farm leaders of the country and some 
who are not farm leaders, it was brought out that we might 
have an association of the managers of the electric cooperatives. 
Someone there made a very important suggestion. It was Mr. 
Erwin King of Washington. He said, if you have only the 
managers of these cooperatives, they will gy WLU. Strictly 
professional interest and they will run the show. You must 
have some of the directors, presidents or some of the elected 
officers with you. Therefore it was voted the thing to do 
was to either have a president or elected director and the 
manager to come to the meeting. I am hoping that we shall 
have a national conference of our energized cooperatives be- 
fore very long. I don't think the time when they are in the 
development stage is proper, because we don't, know who is who 
at that stage. It is only when they get to the highly pro- 
gressive stage and the farmer knows that he has to pay the Dities 
and what he has to pay for amortization and for interest, that 
you get down to really responsible people who are going to 
carry through the year. Promoters will be washed out and kicked 
out by that time. As soon as we have enough lines energized, 
I hope we shall have a conference at which we will agree as to 
some of the interrelationships of these persons who are close 
to the problem; and, as Mr. Sears has pointed out, I hope that 
we can have legitimate meetings before that. 


_ Again, the wish that we have in mind where we have, 
say, 20, 30 or 50 projects ina State interrelated in such . 
fashion, is that these agencies in the course of a day, a night 
or a month will do at least a little promotion work as the time 
goes on, and that we can obtain results from these state-wide 
organizations headed by gentlemen who can talk only se the 
President of the United States. 


I shall be glad to go into Mr. Falenwald's talk when 
you are ready. 


THE CHAIRMAN: There was some doubt in my mind as to whether 
you were going to get around to your state-wide subject, but 
you got around there all right and I think covered it as 
adequately as it can be covered now because, as you say, you 
are a little unhappy about these State relationships and you 
are looking for an effective substitute for them. 


» PACKEL: There is one fundamental question which fits in. 
between the discussion of Mr. Fisher and Mr. Falkenwald, and 
that is the situation which Mr. Falkenwald speaks of in develop- 
ing six of these projects by counties. Of course, an electric 
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line ‘cannot recognize the boundary of the county. I am think. 
ing especially of an instance where in a very short time we had 
three separate projects in three contiguous counties in 
Pennsylvania and I am wondering whether something is not done 
in an early stage in the development of a project, to combine 
projects so as to include more than the one county. 


THE CHAIRMAN: Is there a question? 


MR. GILSON: It so happens that on Mr. Falkenwald's last trip 
to Louisiana he developed in that month twelve different proj- 
ects covering twelve counties. While developed as individual 
applications, they were sent to Washington with the suggestions 
that: various units be consolidated. Acting upon Mr. Falkenwald'ts 
suggestions, they were tied together so that we: now have four 
complete projects--one consisting of four counties, one of © 
three counties, and two of two counties each. One unit was 
declared not feasible. As a result of the provisions made by 
Me. Halkenwald we now have four integrated projects instead 

of twelve scattered units, I merely mention this to show that 
steps aro taken in the ficld to bind county-wide projects 
together, A as) 


MR. FALKENWALD: When we talk of county-wide projects, we 
merely talk of the county as being an area for purposes of 
identification of the project itself, We may be talking of 
county-wide projects and still be developing one-half of each 
of the surrounding counties, but when we develon several 
counties such as ten or twelve, whatever it may be, we explain 
that we shall send these in as potential individual projects, 
however, they may be coordinated so that they may unite in 
reduction :of overhead, operation, maintenance, etc, We have 
to talk in terms of counties, however, to keep the initiative 
aroused in that particular county. 


THE CHAIRMAN: Has anyone a point of view on this? 


MR. BACON: Speaking particularly of these counties, these 
movements grow from some one person who is interested in the 
small area, For instance, in Pennsylvania, I was invited-to 
visit Lycoming County. <A gentleman in Williamsport had heard 
of it and wanted that taken up, An investigation was mde 
to.see where this particular area was situated and it was 

shown that it should be tied in with one of the other counties. 
A consolidation with Sullivan resulted. And so it goes, This 
movement just does not bring us out of the dark. Go down to 
Louisiana and you find someone who has heard about the project. 
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They had four miles or fifteen miles that could be hooked onto 
the power lines; then it was found that we could consider 
state-wide develooment. 2% 


Mr, Lake, I think, has had the same experience in 
Georgia. . Te . 


THE CHAIRMAN: In general, there is more than the fact that the 
area originates with a man in a small area affecting the proj- 
ect. Perhaps, the most-potent reason why the projects are not 
worked out on a larger-and more integrated scale is the fact 
that we have not yet had an understanding with utilities 
companies that we can-rely-on, an opinion from :them when we say 
“that they can rule. In other words, ina great many areas where 
there have been years of effort to get the "juice" to the 
farmer, with the utilities saying that they did not have the 
money or could not afford it, yet started to work immediately 
when a group of people expressed the necessity for electricity 
and indicated that they might form a cooperative. So in wait- 
ing to integrate territory, frequently, the best part of it 

is lost, That has actually happened already in a great many 
projects. Ina sense, it may be even better to waste money-— 

I say that deliberately--than to have the territory so arranged 
that eighty percent of the farmers cannot have electricity at 
allfor ten or twelve years, or perhaps never, without a 
Government grant. That would be an excuse if they are out to 
block the line. That is the real heart of the matter. 


- Then the othor worry is that pveoole come to us and 

- say that they are endeavoring here to do the kind of thinking 
for people who know that it is of no use to do it at this 
moment, really influencing the power companies to act in build- 
ing the lines and then build where these people originally 
intended to build and where they are building preliminary lines. 


Now, I do not know what the possibilities are for 
getting the kind of understanding that we all should have from 
the utilities, Gradually, we get an understanding with par tic- 
ular attention drawn to it. We have certainly spent a great 
deal of time, Mr. Herring, Mr. Swanson and other gentlemen 
in the organization divided territory with some of the utilities 
that started only after this program got started and to farmers 
that had begged for the service for a long time. So what we have 
to do is to make plans there, but I believe this--I believe no 
person in this organization whether in the Legal Division, 
Engineering Division or any other division, ought to hold up 
a project on his own judgment without looking into whether 
it can be integrated later, or without taking it up with the 
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people who originally developed ‘the project. And, so far as 

I have it in my control, that is the way we want to handle it. 

| We will integrate our own activities first, hoping thereby to 
spend the money more wisely and thereby to further the interest 
of the farmers against all outside agencies that would seek, to 
bespeak their purpose. ‘That is our business; not only that but 
most of us, you see, have sworn to carry out this statute. We 
are bound to carry out the purpose of the Act, are we not? All 
we have to do is to get the proposition straightened out in our 
‘Own minds. As a matter of fact, a good deal of this integra- 
tion is taking place. I think, I said to some of my associates 
the other day, I am impressed more and more with the fact that 

we are in this development just where the street railway industry 
was, and the power company was, in the 1880's and early 90's when 
all they could get were fifty or sixty franchises for street-car 
lines and horse cars. In many instances, it took years and years 
to integrate them. Furthermoro, they were not integrated with- 
out being heavily watered and even with the watering, they were 
better than they are today from the point of view of interchange 
of service, We are going through the same thing. We cannot wait 
for perfection. If we waited for the perfect project and perfect 
integration, we should wind uy with nothing. Let's get the "juice" 
into the people's houses. 


Tnat is one question, an excellent question and one we 
have to work with all of the time. - Here is another one. When 
any one of us, I don't care who, in any department gets hold of 
something that he thinks ought to be held up until he. can get a 
better decision, have him raise the question at that moment. 

Do not let it lie on your desk or put it in your desk and say 
You Willi take it up later because every single moment of delay 
frequently means that some of those farmers are going to be so 
discouraged that they are no longer interested in giving ease- 
ments or getting lines .to-their property. I do not think we 
realize, those who have not been in the field, how many times 
people get discouraged and quit because they do not know where 
or how we are going to act. We hold things up too long. Each 
one holds things up wondering what to do with them. ‘That is not 
the way to do it. As soon ag a doubt rises in your mind, go to 
your chief. If your chief cannot solve it, we can put it up to 
the Administrator. I have never seen the Administrator dodge 

a question. I have never heard him say, "I have not the answer "; 
he has frequently said, "I want to clarify it", So there need 
be no occasion in this organization for holding anything on 
your desk pending a decision as to how it ought to be handled, 
because the one person who knows how it ought to be handled 
will always accept the problem and make a decision. If we 

get nothing more out of this conference than that, I think we 
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shall have gotten’a ereat deal. There must be other questions 
‘as to whether or not this development work as Mr. Falkenwald. 
explains it is correct. What do you think about it, Mr. Pyles? 


MR. PYLES: Generally, I use the same methods as those explained 
by Mr. Falkenwald, and in many cases I use even more drastic 
methods. I recall one particular instance in Missouri where I 
had difficulty in obtaining a proper wholesale rate for power 
from a municipal plant. ‘The mayor of the town seemed to have 
full control and none of my arguments could induce him to agree 
to give a rate below 2¢ per kwh. I interviewed the editor of 
the local paper, who was also a member of the city council, and 
explained how the arbitrary attitude of the mayor was causing 
the municipality to lose a fair yearly income as well as 
creating an ill feeling between the farmers and the city, thus 
hurting their trade territory. 


The editor wrote a scorching article for the paper. 
condemning the mayor. A committee of the leading citizens 
waited on the mayor and in three days the mayor agreed to give 
the desired rate. 


Each State has to be treated individually accord- 
ing to its peculiar conditions. In any State where I find 
that there is complete cooperation with REA on the part of 
the agricultural Extension Service, such as is found in 

kansas. I finda lot of time can be saved by having the 
director of Extension Service call a meeting of all the 
district managers, farm specialists, county agents and home 
demonstration agents. At this meeting I discuss the entire 
REA program and explain the steps necessary to develop a 
project, JI also explain the use of electric power on the 
farm and how it can be utilized to increase the activity 
and revenue in each branch of farming. 


The district managers then arrange my itinerary pick 
ing out the most feasible counties in the State, from an 
economic standpoint—taking into consideration the value of 
farm land. They have the county agents send out notices to. 
every farmer in the county requesting their presence at the 
county-wide meeting, Working in this manner in one month's 
time in Arkansas, I have developed $1, 400,000 worth of proj- 
ects. . 


THE CHAIRMAN: While you are on your feet, just make a little 
comparison--for the benefit of those of us who are not too 
familiar with the way the Extension Service works. Will you 
say a word as to how you understand it and how it works in 
the State where you have been. 
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MR. -PYLES: In Arkansas, the agricultural Extension Service, 
is controlled by the University of Arkansas, with operating 
headquarters at Little Rock, under the direction of Maree Ge Gy 
Randall. They have a manager for each district, consisting 
of four, who are directly in charge of the operations of the 
county agents. The same apvlies to the home demonstration 
agents, In addition they have a Specialist to advise the 
county agents in each branch of farming, poultry raising, soil 
conservation, etc. here is also a farm management director 
who holds yearly outlook meetings. 


I have persuaded Mr. Randall to make the electrifica- 
tion program and the use of electricity one of their mor 
objectives in the farm program. I have explained to each of 
the specialists how the use of electricity will increase the 
‘scope of each branch of farming, and will provide "meat" for 
their publicity department--the county agent can publish how 
a certain farmer has increased his activities and revenue by 
the installation of some electrical appliance. 


Mr. Randall is going to have a demonstration farm 
equivped in each county where an REA project is constructed. 
He is also going to assign each county agent a certain quota 
of electrical appliances to be installed by the farmers in 
his county. 


QUESTION: Were they ready for you? 


ANSWER: They had everything ready for me-~all of the advertise- 
ments prepared, the program arranged and notices of meetings 
sent to all farmers. 


QUESTION: How many meetings did you attend? 


ANSWER: I attended meetings in fifteen counties. We have com 
pleted in eleven counties, $1,400,000 worth of projects--this in 
conjunction with a previous operation, two weeks when I was 
there before and two weeks on this last trip. The main reason 
I have stated Arkansas as a particular case, is that it so 
happens that in many States I found the Extension Service com- 
pletely tied vp with the power interests. In one State it so 
happened that the power interests subsidized the electrical 
school of the university. They issued orders not to coordinate 
or cooperate with the REA, to have nothing to do with it and 
not to send them any notices of the power meetings. In such 
cases we have to find agencies who will work with the REA. We 
found that the municipal leagues are more or less with us and 
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so we arranged meetings through them to get out publicity. We 
usually find there is an agency somewhere in each State which 
will carry the program to the farmers. 


THE CHAIRMAN: Yes, Mr. Lewis. 


MR. LEWIS: I have never been sent out to open a State, but 
the steps that Mr. Falkenwald has mentioned, I believe, are 
those which I should follow if I set out on a job like that. 

I have been out usually on specific assignments. . Before 
starting a project we have to discover the leadership and 
arrange the publicity for the area that we intend to cover. 
The success of one's effort depends altogether on how success— 
ful he is in finding the leadership that will carry on the 
program. That ig about the only thing I can add to the points 
brought out by. Mr. Falkenwald. We have to take the situations 
as we find them when we get into the different territories and 
find our own answers. 


THE CHAIRMAN: ‘You have to be resourceful. 
Mr. Johnston, 


MR. JOHNSTON: I should like to ask Mr. Pyles whether in 
Arkansas he knows what proportion of the expense of running 
the Extention Service is borne by the Federal Government? 


QUESTION: Do you know? 
ANSWER: I do not, 


MR, GILMORE: I can answer that. ‘They bear approximately 
fifty percent of it, They have §tate crews for Extension 
Service; they also have Foderal staff Specialists, The Secre- 
tary of Agriculture has jurisdiction over both branches, 


QUESTION: I should like to ask whether that is just for 
Arkansas or for the whole United States? 


ANSWER: For the whole United States. Hach State has an 
Agricultural College and also an Extension Service and the 
Federal Government pays approximately fifty percent of the 
expense. 


MR, JOHNSTON: The reason I raised the question, is because 
it seems to me that REA ought not to take an casy "No" on the 
matter of cooperation from the Extension Service which is 
being so heavily supported by the Roosevelt Administration 


GQ 
ep) 


gt ona 


SS TLE rae Mt 


ee ee ee ee 


which is sponsoring the RBA. I think we ought to bring more 
and more proper pressure to bear on the Extension Service to 
get that cooperation. 


THS CHAIRMAN: If -we do not have somewhere in our organization 
a record that tells us definitely, clearly and currently the 
data about all of the agencies that we accept cooperation from 
because they are supported by Federal money or similar funds, 
we ought to have it. That. ought to be in the possession of 
some one person or one department. or ought to be in the 
possession of the heads of every division and many. of the units 
of this organization. We ought to know all of the time, what 
those relationships are. , | 


The project gets its allotment. The lawyers take 
hold of it. They start dealing with someone whose name is on 
the paper, frequently without checking with Development to 
get a line on the personalities that must be reckoned withe 
The engineers get hold of ite They deal with some people. 
Frequently they, too, fail to take advantage of past relation- 
ship. We lack unity. To supply this deficiency is part of 
the function, part of the purpose of this conferences .The 
Auditing Section as it deals with those people, may inherit 
all of the good will that was created and answer and explain 
away any unjust criticism and compose their real differences. 
That is the thing we need to do. We should start with -our 
friends and we should know who are not friends. I suggest 
that such a list be made. We must know the people we cannot 
deal with and if we are at fault, let us make amends and get 
a fresh- start. . 


MR. LONG: Of course, I don't feel quite right in having Mr. 

Lewis and Mr. Falkenwald do all of the talking and I don't 

feel my day is quite complete unless I get up and say something, 
tooe Right in line with what you have said, Mr. Bacon and I 

were privileged to be sent down to Alabama. On our way to 

Mobile, we stopped in Talledega County at the office of the 

County Agent, Mr. C. V. Hille We found him very much interested 
in rural electrification. There were two or three farmers present 
in his office at the time. We suggested to him that we were going 
to be in Alabama for about ten days and if he cared to nave a 
meeting of his farmers in this county to learn about the Rural 
Electrification Administration's program, we should.be glad 

to. talk to these farmers. .He became very enthusiastic and said, 
"Why certainly. I shall send notices out immediately for the 
following Tuesday or a week later." This gave him about ten 

days to call the farmers together. At his own suggestion, he 

also promised to notify the County Agents from four or five 
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surrounding counties who in turn would notify the farmers and 
bring from twenty-five to fifty farmers to these meetingse We 
went on our way happy in the thought that we could talk directly 
to the farmers in Talledega County. 


When we arrived in Montgomery, we called up the 
Extension Service. Of course, we should like to have their 
cooperation in the program for various reasonse We have a 
right to expect their complete cooperation since they receive 
funds from the Federal Government, thus making them a govern- 
ment agency. They are financed also by the State. In Alabama, 
we found that a very small contribution, probably one percent 
of the Extension Service fund, comes from’the power company. 
This is true in a number of States. I called up Mr. Wilson, 
who is head of the Extension Service, and told him that we were 
in Alabama and should like to have a little talk with him. He 
asked when, and I told him tomorrow would be the most convenient 
time, which was the 16th. He said, "I am very sorry Mr. Long, 
but ‘I have a very important engagement and it will be im- 
possible to see you tomorrow. If you zet here again sometime, 
I shall be very glad to see you.!' I said, "Very well, we 
shall be back in about ten days.! He put us off from that 
alsoe He:stated that his important conference was at Atlanta, 
where the private utilities had a conference. The State Exten- 
sion Service appoints the County Agents over the State and hag 
something to say about what their policy should be. On the 
elst, when I was at Ozark, c/o W. De Thomason, I received this 
telegram from Mr. Hill, County Agent. 


"MR. LONG, REA OFFICIAL 

MEETING AT TALLEDEGA POSTPONED. POWER COMPANY AGREZS 
TO BUILD NECESSARY LINE. MANY THANKS.! SIGNED 

C. B. HILL, COUNTY AGENT." 


Where he received our address and how he happened to know that 
we were at Ozark when that meeting was staged with two or threee 
days notice, of course we can only conjecture. Nevertheless, 

I received that telegram at that place and this I think is 

what Mr. Carmody had in mind. 


THE CHAIRMAN; Thank you very much. Now, when I asked to have 
somebody from the Legal Division and someone from the Engineer= 
ing Division comment on this thing, I did not mean to leave out: 
any of the Development men. This is not the last day of the 
conference and not the last time you men will have an opportunity 
to express yourselves. You are a part of every activity. 

If you, as development men, go into a territory and establish 


38 


= 


Re Ee 69766 


relationships with these agencies and make commitments the 
people have some right to expect these fulfilled. If, then, 
for some reason we cannot fulfil them, we do want to give you 
an opportunity to explain to some of the people why guch ig 
the case. We cannot ignore your relationship to them. We 
cannot change our decisions or alter ovr decision without 
giving somebody a chance to go back and explain to the people 
in the country why we are making those decisions. We can do 
this through newspapers, and we can do it by word of mouth to 
the developers themselves. We ought to give them an intelli- 


gent answer that grew out of the decision so that they can take 


it back. I do not know to what extent we do that. We ought to 
do it in every case. 


I think it is necessary for us, when we decide not to 
put a project through to let the people know why. There will 
be many such cases. There are decisions that must be made for 
engineering or for legal reasons that could not have boen 
anticipated by the men in the field nor by people who were out 
to get the service, but if they are reasonable decisions made 
by a reasonable body of men, they will be accepted even if the 
people are disappointed. 


MR.» NICHOLSON: If you want a statement of the importance of 
having a project developed as far as possible in its final 
form, before we do the necessary technical work.» Toninies] 
can make a statement. 


I am not disposed to make any criticism. I am 
merely making a suggestion that may be helpfule I choose a 
project in Minnesota as a case in point and typical of a num- 
ber of other similar cases. That happens to be pending for 
action perhaps today or this week. The plans and specifica~ 
tions have come in calling for thirty-five or fifty miles more 
than the project originally called for and more than repre~ 
sented by the map which was attached to the loan agreement and 
necessitating a larger sum to construct than the allotment 
that was made. This contract is now in my office for execution 
by the Administratore We have been holding up the execution of 
the note and mortgage pending a decision as to whether the 
allotment is to be increased. These documents have already 
been prepared. 


I have here an analyses of several projectse There 
are sixteen projects in which something has happened after the 
bulk of the legal work, as far as we are concerned, and the 
borrowers are concerned, had been done, making it necessary to 
do it all over again or to do an additional amount of work 
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which was equivalent to what had already been done. In many 
cases, it is more of a burden on us and the borrowers when it 
is necessary to execute an amendment to the loan agreement 

than it was to put through the original deal. We have forms 
standardized to take care of these original documents. In 

many cases, these standardized forms are not appropriate for 
amendments. These unexpected situations are very confusing 

to a number of the local people and the work is often greater 
when you have to revamp and change the set-up. Now, the 
problem in such cases is this: Either they want to make a 
change by way of additional mileage or incorporate other terri- 
tory or revamp the original lay-out in some other.respecte Some- 
times the mileage is to be reduced. Now, whether or not the 
mileage is increased or decreased, we have the same probleme 
Our agreement is not to lend them so much money to spend as 

far as it will go. That is not the agreement at alle The agree- 
ment is to lend them enough to build a project, as allotted, 

not to exceed a certain amount of money; so that if there is 
any attempt made later, even within the limits of the allot~ 
ment, to increase the mileage for which the allotment was made, 
then you have a new deal, something to which the Government 

has not committed itself. Although the Administrator has the 
legal power to change the deal and make a new agreement, namely, 
to build a different project, it does require his action before 
the borrower can lawfully proceed and before the Treasury of 
the United States can lawfully make the disbursements. 


Now, many of these changes are impossible to anticipatee 
The suggestion I want to make, which I am sure is wholly con- 
structive and not improperly critical is, that within the 
bounds of human foresight and sometimes by taking of a little 
more delay then has been the case in some projects, we get the 
project set up in its final form before we go ahead. That may 
involve the incorporation of two or three counties; it may in- 
volve more careful attention as to what the farmers want to 
build; it may involve a little more careful attention to the 
source of wholesale power; and it may involve a lot of other 
thingse Whatever the reasons--there have been various reasons 
for these changes at the last moment after the allotment has 
been made--it is an enormous drag on our program to have to do 
this additional work. 


In the matter I have mentioned, I have not referred 
at all to those cases where we have proceeded with our eyes 
opene We made several partial allotments under the old act, 
expecting that we would make additional allotments under the 
new Acte In cases of that kind, there is a great deal-of 
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additional work, but we could not help ourselvess I am only 
referring to cases where it would have been possible to have 
foreseen these changes. 


I have a list of projects on which we did a consider— 
able amount of work, almost all of the necessary legal work. 
A few of them involved a number of unusual problemse These 
projects were later rescinded and never went through at all. 
The point I want to make is that there are so many cases of 
this kind that cannot be anticipated, that the problem of 
those that can be anticipated becomes important. If we in 
the Legal Division--and I think this is true also in the Engi- 
neering Division--could have been free of all of this additional 
work, it would have put our program ahead by several months. 


MR. LAKE: I should like to ask if that increase in allotment 
is due to the fact that we have not been getting the right 
costs. Are these lines costing more than the original figure? 


ANSWER: I think the engineers can answer questions about 
costs, but from my own knowledge, which in some cases is. quite 
personal, it is usually due to a Change in plan on the »art of 
native people. They want to do something different from that 
which they originally counted on doing, either by way of build- 
ing more miles, or going into additional counties, or putting 
together two projects, or taking out something from the pro- 
gect, etc. 


MR. WINDER: I think Mr. Nicholson voices a very pertinent 
subject that is giving us a lot of concern. As a problem it 
is probably giving us concern because it is so late in being 
discovered. When the allotment is originally made, we allot 
& certain sum of money to build a certain number of miles of 
line with a more or less definite knowledge of where those 
lines.will go, but as soon as the allotment is made all 
activity on that project is through the Engineering Division. 
It then goes to the hands of those who discuss a new location 
or possible proper integration, matters of three~phase develono~ 
ment where a single-phase line might have been contemplated, 
questions of new power sources, and many other problems that 
could not have been fully anticipated at the time now enter 
into that picture, before a loan contract can be orepared. 

It seems to me that this presents to us a definite problen 

of organization, and which we do not now seem to be organized 
to meet--a changing condition that is bound to follow after 
an allotment. 
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THE CHAIRMAN: While you are on your feet will you' just make 

a suggestion as to the character that particular organization 
could take. Have you thought it over? Does it mean a closer 
relationship among the departments following allotment? Does 
it mean that before an allotment is actually made that the 
lawyers and engineers be brought in and given an opportunity 

to raise this question of integration and questions of increas~ 
ing the allotment? Are the conditions sufficiently established 
before making the allotment announcement so that the engineers 
lawyers and development people could then agree upon whet it 
ought to be and let it sit there, or are there times when it 

is more important to announce the allotment than to have the 
amount correct to the last cent? I am thinking of the prac- 
tice of some power companies that send men into the area when 

a vroject is developing and tell people RHA will never pro~ 
vide money, etce, and otherwise try to discourage them. 


MR. WINDER: Exactly, that occurs between the time the allot- 
ment is made and the time the contract is finally approved. , 
There is an urgency about making our allotments that is per- 
fectly natural. We understand what that is. Then we have 
the difficulty of delineating the exact area of any particu- 
lar project. When the project is ready to go forward. to 
construction it may be completely dismembered because of the. 
failure to obtain the anticipated source of power, Another. 
one is completely dismembered because the source of power. 
anticipated when the contract had to be turned out, in the 
eyes of the Engineering Division, had not all the feasible 
parts of reasonable heavy construction that were required to 
obtain that power. As I -say, these things cannot absolutely 
be anticipated at the time. There should be some sponsorship 
though, that originated at the time the project originated, 
which carries through. 


MR. FREEMAN; Along this line of development, I should like 
to make a suggestion or discuss what Mr. Swanson and Colonel 
Babcock and I went over the other day. One of the problems _ 
that is important is the question of easements. Apparently 
we are not able to pay contractors for work done until ease- 
ments are ine I wonder if it is possible at the time the 
project is developed--when they are getting the customer's 
surveys signed--for the development men to get easements at 
that time if at all possible. It seems to me it would 


smooth over a great deal of trouble that seems to come after-— 
wardse 


THE CHAIRMAN; We shall not be able to exhaust the subject 
of estimates in twelve minutes. 
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MR. HERRING: This question of procuring estimates is cer 
tainly up to the cooperative a and nov.up.to ws, It 
is not our job. 


MR. CARMODY: May I ask Mr. McAlwee a question? Will you 
please tell me what they did in Adams County, Iowa? I do 
not remember the full terms of that contract. When the law- 
yer and engineer developed that project in what we thought 
was a very efficient way, what was the situation there? 


MR. McALWEE: A signed contract to take service and pay LOT 
it at a specified time and for a determined rate. They did 
not get the easements at that time, howover the consumer 
agreed to give easements on the same PPUETat Es which was 
witnessed. 


MR. NICHOLSON: ae Beye to £o% the easements. 


THE CHAIRMAN: This was a beled soake card that was devised 

by the lawyer for the Iowa-19-Adams project. It seems to 

me that it covered the essentials of the relations between 
the cooperative members and their cooperative. They agreed 
to pay for a minimum amount of "juice" which was one question, 
and the other was on the same card witnessed by two witnesses, 
where they agreed to the easement. 


MR. NICHOLSON: This is to be remembered in that connection. 
Before the easement can be signed, it must be ascertained 
who can sign it. Easements must be signed by the owner. 
Sometimes there are three or four owners and the determina- 
tion of this ownership is the problem or chief objective. 
Any solicitor knows that when he is given an easement form 
in which the name of the owner is filled in and the descrip- 
tion of the property, he must go out and get the signature 
and usually that information is not available and certainly 
not at the time the customer survey is made and initialed. 

I would caution against any attempt to get easements at that 
time because if you have to get them to sign something over 
again, you experience that much more difficulty. If the 
description and name of the grantor is available and can be 
incorporated in the easement form, then of course, the earlier 
this work is done the better. There is no use shooting too 
fast. That has been one of the greatest stains on our cus~ 
tomer relations. The local people shoot too fast, and before 
they know exactly what they want to do. 


THE CHAIRMAN: I believe, Mr. Nicholson, that out of this 
arrangement which you have set up, a better method will be 
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evolved. We may be able to anticipate a great many more of 
these things. I think that stopped a lot that the fellows _ 

in Adams County might have accomplished, that is, a 100 percent 
job; but they certainly got commitments because they knew 

what they were doing. This project was accomplished by an 
extremely competent lawyer. I think they made the beginnings 
out there, and with the help of the Legal Division I am sure 

we have the basis for going ahead. 


Yes, Mr. O'Callaghan. 


MR. O'CALLAGHAN: I might say, we have sent a form of member- 
ship agreement to practically all of our borrowers which calls 
for the prospective members to agree to give easements on 
most of our bylines and provides particularly for getting 

the necessary easements. Another point too, is that these 
projects are then in the development stage. If you have 

not a borrower you have not a grantee to be named in the 
easement, and you have to have a grantee as well as a grantore 
It is probably some months after the development man gets 
through before a corporation can be formed to be the grantee 
under these easements. Another point is, the getting of the 
easement is not something that bus drivers can do. This work 
has to be done with an exceptional amount of care. There 

are quite a number of problems that come up. The project 
descriptions have to be accurate or they do not mean anything. 


THE CHAIRMAN: Of course, you could do this and it might have 
some value. If a man would agree to give an easement, to the 
cooperative of which he would become a member, then you would 
at least be over that hurdle. 


ANSWER: We get that. 


THE CHAIRMAN: I understood they did not get that in Georgia 
20-Troup. Was that not one of the troubles? 


MR. HERRING: Yes, that was one of the difficulties. 


MR. LAKE: We did not have any farmers at the time I was down 
there. . . 


MR, CHAIRMAN: I see the difference between getting easements 
themselves and the proper descriptions that were told im the 
court of law in getting permits or commitments is to get one 
when the time comes, 
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MR. O'CALLACHAN: In the State of Iowa we are not requiring 
easements from the owners, It is not an acute problem in 
that State but it is an acute problem in most eastern States 
where we feel the fact that we cannot allow requisitions to 
be honored until easements are obtained for the portion of 
he project to be constructed with the advance requested in 
the requisition, 


THE CHAIRMAN: Mr. Nicholson told me the other day that he 
is turning easement work over to one lawyer who will spew 
Cialize, This means that the easement problems ought to be 
handled with greater speed and uniformity. From what I have 
seen and heard in the field, it is an extremely difficult 
position because it varies so from State to State, 


MR. O'CALLAGHAN: I want to follow the inforence that in 
requisitions they are held up by us on account of the ease- 
ment situation, rather that we are compelled to hold them 
Since we do not get the borrower's compliance--a very rea- 
sonable requirement on easements. The trouble lies out on 
the project, 


MR. ADAMS: Sometime ago I was asked a question, along those 
lines, that I was unable to answer and I should like to suggest 
that perhaps Mr. O'Callaghan might be interested in answering 
it. The question was from a casual observer who said that 

in disputed territory, the utility moved very rapidly in build- 
ing rural lines and that they did not appear to be held up by 
the difficulty of receiving easements. He wondered why REA 
projects met so much delay in their easements, 


MR. O'CALLAGHAN: That is not a very hard question to answer. 
The utility has the power of eminent domain. They can build 
their line and condemn property afterwards. They have an 
organization. They also have a reserve fund that they can put 
into action which is something our local borrowers have not. 


MR. ADAMS: Might that not suggest legislation? 
THE CHAIRMAN: Certainly not at this moment. That is a subject 
to which we could devote a great deal of time; we will not try 


to discuss it but will adjourn until 9:00 o'clock tomorrow 
morning, 


(ADJOURNMENT 1:15) 
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Washington, D. C0. 


February 2,9 1937. 


The second session of the Administrative General 
Staff Conference of the Rural Electrification Administration 
was called to order 9:00 a. m. Tuesday, February 2, 1937,:<by 
the Honorable John M. Carmody, Deputy Administrator, Chairman, 


et et et et es es ee ee 


MR. CARMODY: 
(Remarks off the record.) 
(Mr. Carmody’ introduced Mr. Winder.) 


MR. WINDER: It is not necessary for me to go into the details 
of the early examination of these projects as they come into 
the Development Division. I thin: that has bsen pretty well 
discussed from time to time. Ferhaps, though, some of the 
changes in the work of the Development Division in the last 
six months, or since our last report here in conference, might 
be brought out at this time to show that there is an evolution 
going on in the determination of feasibility of projects. 


Since the early days we have developed a Survey Form 
which, more and more as time goes on, really represents the 
ideas of the farmer in regard to his hopes in obtaining some 
electric service and what he expects to use should he be for-~ 
tunate enough to obtain electric service. Experience has 
shown us that certain other elements are necessary on these 
forms .and from time to time the forms have been revised. 


One of the elements in determining feasibility is 
whether the applicant is a tenant or an owner of property. 
There is a certain discount thet might be applied’to a man's 
wishes if he is a tenant: that is, can he afford to have the 
house wired should the owner disclaim any responsibility? 
That is one of the things to be taken into consideration. 


“Another thing is, how far does he live from the pro 
posed line--does he live back 100 feet, or does he live 400 
fcet, or half amile. Formerly those things were not taken 
into consideration in our visa but now we try to get from the 
Consumer's Survey Form some idea as to all of these elements-- 


46 


R. E. 69766 


not only the fact that he desires service, not only the fact 
that he does havo the opportunity, by ownership, to go ahead 
and wire his premises for service, but how far he lives from 
the existing line, or rather the line that we hope will exist. 


There are other elements we should like to have about 
his annual income, not from curiosity, but whether he has 
enough income to. warrant his making these expenditures for wir- 
ing and appliances, which are necessary to the utilization of 
sufficient power to make the line pay. 


Those are all small technical details and when they 
get into the department in which they are analyzed, there are 
certain fundamental conditions of mind that must be present be- 
fore they really mean anything. 


Now going clear ‘back to our original conception, the 
understanding in the Development Division is this--and I am 
speaking as an adjunct to the Engineering Division always with 
a viewpoint of the Development Division--we are operating under 
a certain portion of the Constitution and, I think, under the 
Welfare clause. We were admonished yesterday by the Administra- 
tor, not to hold the viewpoint of the banker but one tempered 
with a desire to promote the welfare of the people who are ex- 
pecting so much from us. That means we must look at these re= 
ports that come to us with a certain amount of imagination, 
sympathy and a tremendous amount of understanding. 


We know, of course, a lot about the use of electric- 
ity in urban areas. We know that if we are going to wire our 
homes to use 50 or 100 kwh it is going to cost something like 
$100 and we were advised yesterday that the average, based on 
a certain amount of information gotten from the Edison Institute, 
might be $125. That means, if it is true, that there is only 
going to be one class of rural inhabitants of this country that 
is going to get service and that is what we will call the 
"upper income bracket". The lower income group is out, if that 
holds good, but I am of the opinion no one rule can be applied 
to the game. We are going to have to apply many rules. A 
rule that will hold in the areas of the dairy regions in Iowa, 
Wisconsin or Pennsylvania will not hold in the cotton regions 
of Georgia, Alabama, Arkansas, or Texas. The rules they need 
here in Washington will not hold in Florida, and I might say 
that we are going to have to look at this whole problem with a 
vast amount of understanding. 


In twenty-five years, almost thirty now in this game, 
I have realized, almost more than anything else, that desire 
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does not mean you are going to have the demand. ‘The desire a es 
not always crystallized into demand for actual service. If we 
do not insist upon such hard and ?ast rules as will hamper that 
desire, we are going to have a tremendous percentage of these 
farmms-wired in spite of ourselves. Just to check that up, 

last week I made an inspection of rural lines in Arkansas. 


These farmers wanted service. The leaders in the 
area wanted them to have the service. And the two together 
crystallized in service to these farmers. We found that the 
average farmer there--there being 1,400 of them on these lines, 
with an average income varying from $200 to $300 per year-- 
would spend on an average of $40 per year for electric service 
and be happy to do it. We interviewed then and asked them what 
they: intended to use. We found that they did not use electric 
stoves or water heaters; they were using all of the other appli- 
ances they could afford. They did not have tumbler switches on 
the wall; and they did not have duplex outlets in the baseboard. 
I do not know that we even found baseboards. Tow of the houses 
would have cost $500 to build.- The average cost of wiring 
these 1,400 farm homes was $25, and that included a flatiron. 


Now the question is this: What enters into the feas- 
ibility of the project?.-It depends upon the understanding with 
which you study the proposition as presented to you. First, we 
know what the assumptions are. They are brought to us in the 
form of a survey. The field man has talked to these farm 
leaders and he has developed a survey which shows the desire 
for service of a number of persons in'that particular farm 
area. They next lay out lines connecting up to all those 
people, asking for service. 


The next thing we have to determine in our own minds 
is how much'we can afford to spend for construction, knowing 
how much they can afford to spend for service. That is the 
key to feasibility. Now, if these people want and can afford 
to spend $6 per month for service, and if it is economical. foy 
them to do so, we can afford to wt in one kind of a line--a 
line that can serve them with perhaps three-phase power giving 
each of them special service, such as larger transformers to 
furnish power for electric ranges, etc. But if we find these 
people are going to be limited to spending #40 per year for 
electric service, we should not say "That is not a feasible 
project". It is feasible under some conditions of construction. 
We can develop in this organization the type of construction 
that can be built to render service and pay out on a $40 aver- 
age income per year...-Ilt seems to us that this is a problem 
to be met. The problem of feasibility is how can we build a 
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feasible project. ‘he people in the lower branches of income 
ought to expect, and I believe do expect, some consideration. 
That meang then that if there is only a certain income, we 
must develop a feasible project not by increasing the amount 
of utilization by force or in any other way, but by cutting 
down the cost of operation, cutting the costs of construction 
and by lowering power costs. The latter is not always in our 
power, but certainly we could aid by cutting down the costs of 
construction. Something must be done to get these projects to 
the point where they are feasible under all conditions. 


Wow, there are other elements perhaps that enter into 
the building of these projects, but those all come after allot- 
ment. For instance, the question as to whether a particular 
farm area is being sold on the use of various devices which 
they can afford to have, is a problem in this early stage, and 
all we can do is to use our imagination, We shall assume that 
those things will be done and that they will be done well. We 
have no right to assume otherwise. We assume they will be done 
with a certain amount of symvathy for the various farm areas 
that are interested in the service. And with those assumptions, 
we look at the figures that are presented to us and determine 
that with the proper construction, properly curtailed as to 
cost, with proper sympathetic treatment of these people arter 
construction, which means utilization; with those things prop- 
erly understood and properly developed, we shall have a feas- 
ible project. Now, there are lots of questions that should 
arise. There are lots of costs that are unquestionably high, 
of course, at the present time. I am sure that we have not 
decided at all finally what a project should cost. I have had 
it brought to me now how cost is influenced if we consolidate 
two or three counties. This ought to reduce the costs of the 
projects. As amatter of fact, the larger the project grows 
the chances are the larger the cost per farm will be. Gos 
easy to see we may consolidate to where we may have an increase 
in transmission costs. As I say, there is no rule of thumb; we 
cannot set an ABC formula and substitute figures in that for. 
mula and assume the answer is going to give us feasibility or 
non-feasibility at all. Every project comes to us as an in- 
dividual problem; it must be studied in the light of conditions 
that exist in the area, using all of the information that we 
can possibly get, and even then, we have to look at it with a 
great deal of sympathy before we can say to our Administrator, 
"We believe that this project is feasible." 


THE CHATRMAN: ‘Thank you, Mr. Winder. There is a definite idea. 


If there be some fear that a project as set up will not be 
feasible, we should, instead of eliminating it, turn it over 
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for further study to a group of people who will do exactly 
what Mr. Winder suggests. What kind of construction can be 
afforded if this project is to be feasible for people in this 
income bracket? 


MR. ADAMS: The question that we are discussing this morning 
is one which has been discussed in the Rural Blectrification 
Administration since the day it first opened its doors, and, 
in discussing it, there has been considerable agreement and 
some rather sharp disagreement, I’ think the edges of the 
sharpness of the disagreement would be taken off if we reale 
ized that we are all seeking much the same goal. 


We all desire the Rural Electrification Administration 
to have a program which will develop, within the limits of the 
funds which are at its disposal, the maximum number of sound 
projects which will bring rural electricification on a sound 
basis to the greatest possible mumber of farmers in this coun- 
try within the limits of the Act which states the boundaries 
under which we work. 


Now, Mr. Winder, in his very reasoned and considerate 
discussion of this topic made a very important statement when 
he said the assumptions on which you wort are the most impor- 
tant pert of your reports; I think that no one will question 
that in dealing with the applicant and in dealing with this 
problem that the elements of imagination, of sympathy, and of 
understanding are vital; and particularly in dealing with the 
applicant, that the more apparent it can be that everyone who 
comes in contact with the applicant is working to see the 
applicant's point of view and is trying to help him. The more 
that is achieved, the better reputation we shall enjoy in all 
parts of the country with which we come in contact. This in 
turn will influence our program. 


Now the Act under which we operate provides that the 
loans for these projects shall be self-liquidating over a { 
period of twenty-five years. The question as to what will make 
a loan of this type self~liquidating is a hard one to answer. 
If we were dealing, as it was anticipated that we should when 
the Act was first passed, primarily with established utilities, 
with earning power and records, then. it would. be merely a 
matter for financial experts to sit down and take figures and 
earnings to show the charge for this year, determining that 
the charges will be so much, and then deciding the question as 
to whether the revenues will be sufficient for that loan to pay 
out. As it is, the program has taken a turn where we are lend- 
ing for a given enterprise which does not have any experience 
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records and there is lacking the usual..basis for judging a pro- 
posed loan. 2. hee? ince mer oe 


There ig an important question as to. whether or not 
this imagination, sympathy, and understanding with which we 
aporoach this problem are all that is required. If not, we 
oucht, within a few months, to introduce one element which usu- 
ally is associated. with the lending of money. ‘That element is 
the guidance of, experience. A few months ago, we had no ex- 
perience. With the best will in the world, no one in this 
organization could formulate a: judgment based. on experience 
with similar projects, because the experience did, not exist, 
but we are getting experience. Our projects are operating in 
different conditions. It impresses me that it would be time 
and money well. spent to. examine carefully both into .the opera~ 
tion of our. projects, and into the operation of projects which 
are under the tutelage of the TVA--whose.conditions are quite 
similar in many ways to ours--to see what elements are making 
for the. success of those projects which are proving successful, 
and to see what elements of weakness, whether they be in the 
territory, whether in the management, or whether in the origi- 
nal cost of construction, wherever they may be, which may make 
for failure .on some of the other projects... I sincerely believe 
that when we have even a somewhat fragmentary experience, that 
we can not afford to disregard it. In, some instances, I am 
confident that that experience which we will have. will be ex= 
tremely heartening, and in other instances, it may be a little 
bit discouraging. And where it does tend to be discouraging, 

I think that the suggested solution of trying under similar 
circumstances to find ways to reduce cost, ways possibly to im- 
prove management, ways which will overcome those discouraging 
factors, and will help to drag the project through what might 
at first appear to be barriers to success. 


Now, in discussing the factors themselves which make 
for success on these projects and determining what makes for 
self—liquidation, it seems to me that an elaborate list of the 
various factors ig not essential but rather what we need 1s,a2 
clearer understanding of the picture. It seems to me that 
there are primarily three factors, and when we have those three 
clearly in mind, that the others play a part in the picture, 
and that they in turn intensify the importance of. these threee 
We have, first, the cost of the project. It is obvious that 
if the lines are going to cost $1,250 a mile, and that with 
the game revenue, the chances to pay out are far worse than if 
we were able to build the lines for $750. The initial invest- 
ment that is. put into those lines is a factor of primary im- 
portance, and the more ingemuity that the engineers can show in 
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lowering the cost of the lines, without sacrificing that degree 
of sturdiness which is required to keep the lines over the lend- 
ing period of twenty years in reasonably good physical condi- 
tion, the better opportunity there will be to bring down those 
costs to a point where the project will be self-liqiuidating. 
Now, the second factor is the factor of the density of custo- 
mers which you can expect on that ieee Again, that will be 
apparent. 


THE CHAIRMAN: (interposing)? Mr. Adams, is that not all ob- 
vious, What I want to know is what you have established in 
your department to give statistics to other people on which 
they can reach decision. That is what I want to know. The 
necessity for lower ¢ost and shiny laa is ‘rece and agreed up- 
on long ees 


MR. ADAMS: Mr. Carmody, may I ask you, do you think that it 
‘is obvious that you cannot discard every vestige of an analy- 
sis which usually goes with the lending of funds? 


THE CHAIRMAN; What I am interested in is: How do you go about 
the business of providing statistical data attached to the 
folder which Mr. Nicholson and Mr, Herring finally initial? 
That is what I want to know. ‘This cost business, we have been 
all through that, have we not? This ig interesting, but in 
view of the short time we have to discuss this and the great 
number of people we have brought together, we do want to dis- 
cuss what data are used and how they influence the judgement of 
our people with respect to whether an pro yneny: ought to be 
made or note 4 


MR. ADAMS: Would you consider it out of the province of this 
discussion to make the estimates on which allotments have been 
made in comparison with the performance wxich has been achieved 
thus far on some of our projects? 


THE CHAIRMAN: I-do vor think there are sufficient performance 
records yet to enable us: to decidé whether a project in some 
other part of the country ought to be allotted. I have seena 
lot of figures but I have not seen anything that rests on 
enough experience. I consider performance records to be of 
practically no value at the present moment because they are 

not mature enough. I hope you will tell us exactly how you go 
about laying the figures that you put down with respect to the 
incomes of the people in the counties, etc. That would be very 
valuable to this group. It would be to me. I just do not know 
yet. Not only are projects being set aside after they have 
gone through development and come up for financing, but they 
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are being set aside now in the Development Division because 
they apparently want to anticipate these turn-downs. To me, 
this does not look like good sense. We have to get a sound 
basis for judgment. We have not got it. We have too many dif- 
ferent people expressing opinions as to whether or not projects 
are feasible without exactly knowing. We got one idea from 

Mr. Winder offering a new basis for judgment. The other thing 
is, what do we want? I think there is a disposition on the 
part of all of us to talk here about ideal methods of handling 
our jobs rather than how we now handle them. If we tell how 
we now do them; we can then tell whether or not we have a sug- 
gestion to do them better. We evolve a better method in which 
we ‘say we propose to do this differently in the future or this 
is how we do it now. Any one of us, when he analyzes his job, 
naturally sees a method by which he can do it better. But it 
is not always possible to do it. Now, I do not want to tell 
you what kind of a speech to make. I did not make this program. 
However, I do want to say--before our time runs away--to all 
speakers that, if they are not giving us what we need, we are 
going to ask for it. 


MR. ADAMS: I hate to start my story along the lines suggested 
because within the past month about twenty percent of you have 
spent some two hours with me questioning me along those precise 
lines, and badgering me as to this,--questions as to whether or 
not the stories which were coming in from the field jibe with 
the figures which we were obtaining from other sources. 


THE CHAIRMAN: I know nothing about that. I have not questioned 
youe I have not badgered you. I have not made a suggestion 
that this be done, This is purely an original idea. Let us not 
take it on the basis of badgering or questioning. Let us take 
it on the basis of our resvonsibility. There is much to be 

said about organization. When a man has a job in an organiza- 
tion, he ought not to care about the criticism of how he is 
doing it, if he is doing it right. I am not worrying about 
those things. I make more mistakes than anybody else--yes, be- 
cause I do not take the time or spend all of my life in looking 
up the answers. I try to use what IJ have in my headeand p2teut 
is not enough, I will not last very long. I am only trying to 
lay down here what I think should be the limits of our dis- 
cussion. 


MR. ADAMS: The reason that analyses are being made of project 
areas is because every dollar which is paid for electric ser- 
vice has to come from the dollars that the people have who. live 
in the project areas. Now, with that elementary statement out 
of the way I should like to remove from your minds an assumption 
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which you may have that the reports which we make are simply no 
more than a re“hash of census data, and I should like to im 
press upon you an understending that they are more than that. 

I should like then to state that any small group, or any indi- 
vidual who feels that over a considerable area they can deter- 
mine with far more exactitude, what the vrecise conditions in 
that area are, than the United States Census, has not con- 
sidered what its corps of investigators with the detailed in- 
formation they gather accomplish; such a group is taking a 

lot upon themselves. 


Now, in analyzing these project areas, we seek to 
find approximately what the purchasing power qin areas may 
be, principally that purchasing power which comes from agricul- 
ture. We seck, as an elementary precaution, to determine what 
type of loans have been made in the area and how such obliga 
tions have been met, what the past and present income records 
are and what the future prospects for agriculture appear to be. 
We have had, over a period of years, conflict, confusion and 
cross purposes in some of the activities of different agencies 
of the Federal Government so that in the Rural Electrification 
‘Administration I think we all have agreed not to build lines 
across an area where somebody else is going to build a dam, and 
we do not want to build lines running into a dead end that some- 
body is going to take out of agriculture and put to some other 
purpose becuase nobody was able to make a decent ‘living there. 
Consequently, we look into the project area from that point of 
view. Now, we may seem to you to have been in a low suspicious 
frame of mind. We do not necessarily believe évery single 
statement made to us by every single applicant nor do we believe 
that every single statement made to us by anyone else is neces- 
sarily an objective point of view towards the project and to- 
wards the project area. Consequently, to get an outside point 
of view when we do not have funds for sending our own people 
into that area, we go through the channels of the Resettlement 
Administration which hag in its possession some of the finest 
analysts of agriculture and of land and land use problems, 
which are to be found anywhere in the world. They are under 
the direction of Dr. Gray who headed the land section of the 
National Resources Board and he is on the same drought area 
committee as the Administrator. Through Dr. Gray, we have had 
the finest type of cooperation. JI want to take this opportunity 
to tell you that one price of that cooperation, which I believe 
we must pay, is to protect these men who give us the benefit 
of their experience and their very best opinions from outside 
pressure, and ‘outside influences, which will undoubtedly be 
brought to bear upon them if you go back into the project area 
and say they cannot have the money--that their project was 
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turned down because somebody from Resettlement said it was a 
pretty bad area and that they were probably paid by somebody to 
say that. We cannot get cooperation unless we are willing to 
play ball with them. We have had the finest type of coopera- 
tion up to now. Now, there is no better way to determine what 
goes into our reports than to read some of them and there is no 
better way to determine what we get from Resettlement than to 
read some of these Resettlement reports. They are all in the 
files. All you have to do is to call up K Street and ask for 
the file room. Read: these renorts. You have them ali there 
and you can form your own opinions of them, 


It is apparent that those reports by themselves do 
not provide the sole criteria for judging the feasibility of a 
project. Mr. Winder covered the others and if there are any 
questions in respect to what we do beyond what I have told you, 
I shall be very glad to answer those questions, but in conclud- 
ing, as Mr. Carmody says, everyone who takes a job should be 
willing to stand by any job that has been done. I suggest that it 
would be very helpful if, in passing on the future projects, 
estimates on which the vrevious allotments have been made, 
might be examined in the light of both as to how many customers 
promised to take service for that project and how many actually 
are on the lines six months after operation and as to what the 
' consumption was estimated to be for the average customer, and 
what consumption has been achieved after six to twelve months 
of operation. Now, you can discount. that, and quite probably 
should, because you will say we are still building load. But 
if ever you find that in one region there are only one-half of 
the estimated consumers and one-third the estimated average 
consumption realized after operation and if in another region 
of the United States you find that those projects which are in 
operation show that you have eighty percent of the estimated 
customers and eighty percent of the estimated consumption, I 
think that in considering the feasibility of future applica- 
tion, that the benefit of the doubt should be given to the 
latter group rather than the former. Thank you. 


THE CHATRMAN: I apologize for appearing to badger you. You 
have made a very fine practical contribution to this discus- 
sion. I subscribe 100 percent to the last statement--to the 
effect that thig comparison must be made. That is another 
thing which is perfectly obvious and if we are not doing it, 
it is Mr. Adams! job to get those data on a wholly comparable 
and current basis. 


MR. NICHOLSON: Mr. Carmody and members of REA. I propose to 


talk in a dual capacity. First, as a lawyer and second, per- 
haps I’ might say’ as my own client, I share, of course, with 
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all of you the interest that we all have in the attainment of 
the proper social objectives of our Act. Essentially, there 
is no conflict between the approach that a lawyer makes and a 
lawyer's client makes to any given problem. The lawyer, must, 
if he is a good lawyer and gets a fee and keeps his client, 
attempt to do ina positive constructive way, so far as he can, 
the things that his client wants him to do. 


There is just one other general observation I wish to 
maice because it bears very directly upon what I want to say 
more specifically later. ‘There appears in our organization a 
certain tension between the technical and non-technical approach 
end between the technical and non-technical versonnel. Now, 
that is very wholesome. It gives life and snap and balance to 
an organization. It is somewhat like the tension that you 
have in a complicated, delicate machine where metals have to 
have just the right tension and relation to each other, -—not 
too loose and not too tight. Now, in our ow organization, we 
have these two approaches to such a problem as we are consider-— 
ing this morning. Each group in our organization has its own 
contribution to make and each is equally important. There is 
the technical man who has to deal chiefly with facts and with 
careful examination into the interrelation of facts. In build- 
ing a dam, an engineer cannot do much Suessing. He cannot draw 
too much on his imagination, particularly if he happens to live 
below the dam. The analysis of water pressure and the strength 
of materials must be exact. Yet the dam would probably never 
have been started without the imagination and elan of spirits on 
the part of those who conceive the idea of the dam. Go it is 
in our own organization. We have one group which furnishes one 
contribution to our enterprise and we have another group which 
furnishes another contribution, and the two ought to have a 
very wholesome and self-respecting interplay. 


Applying that general line of thought to the con 
sideration of this problem I shall speak first in my capacity 
as a lawyer. We operate under an Act which requires that our 
projects shall have adequate security and shall be self—liquid- 
ating. I am sure Mr. Winder will forgive me and thank me for 
correcting the reference he made to the General Welfare Clause 
of the constitution. Under that clause, we could give this 
money away if we were allowed to. We could make 100 percent 
grants. That is not the problem with which we are faced this 
morning. We are operating under a statute whith says we cannot 
do‘ that, that the projects must have adequate security and must 
be self-liquidating. I am not interested here in the vroblem 
of ethics as to the proper attention to be paid to provisions 
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of law. That is a personal problem. I am interested however. 
in the problem of intellectual honesty. There is a virtue in 
intellectual honesty which affects the whole of an enterprise. 
There is something of vice in a lack of intellectual honesty 
that is equally pervasive. ‘The immediate problem under discus- 
sion is whether under our act these projects are self-liquidat- 
ing. I am interested that all of us shall bring to that prob- 
lem proper measure of intellectual honesty. 


My interest in the body of data that comes to me is 
primarily the interest of an attorney in the analysis of evi- 
dence. It is not an impossible task to take the evidence in my 
files and reach a reasonably adequate conclusion. All of us do 
it in our own personal affairs. If it were our own money that 
we were lending, or if each of us were in any danger of sur- 
charge for the lack of proper judgment on these problems, we 
would not have any trouble in reaching a decision on this data. 
We would analyze it and reach a conclusion. I do not mean that 
we should bring to bear the same standards of judgment that we . 
would if it were our own money, but I mention that analogy as 
showing that it is entirely possible to reach a satisfactory 
conclusion upon questions of this kind even though the criteria. 
are not sharply definel. Now, as Mr. Carmody has said, many 
factors are pretty well determined and pretty well standardized. 
There ig not very much variation even in density. We find that. 
three to four customers per mile is an average that seems to 
spread out over most of our operation with just occasional wide 
variations from that average. The only point at which there is 
an enormous variation is the farmer's income, and therefore, 
his ability to pay. .That varies as much as two to three hun- 
dred percent. It is the chief variable that we find in these 
projects, so that I have regarded it as the most important 
part of the economic analysis so ably gotten together by 
Mr. Adams' ‘staff. 


The other factors are not particularly variable. 
They are about the same with all projects and, when we try to 
compare one project with another, when we decide whether the 
project fits into one Act, when we ask the Administrator to 
sign the certificate under the Act, the chief point of inquiry 
is, I feel, the matter of the farmer's ability to. pay. 


My chief interest is that there shall be in our 
records a body of evidence that,.is persuasive and reasonably 
consistent. I am not interested in my own inquiry in reaching 
my own independent conclusion as to whether I should consider 
the project feasible. It is recommended as such when it comes 
to me and my interest is very much that of a,court of law in 
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passing upon findings of fact as to whether there is any reason~ 
able evidence to justify the finding. I cannot de quite as 
limited as that because I am not sitting as a court of appeal. 
tan vart! cof «the organization and Mr. Cooke looks to me along 
with others to support the finding that he signs under the Act. 
So in one sense, I, myself, am implicated in the making of this 
finding, but my approach generally is to see whether the evi- 
dence in the file hangs together. 


In a great many cases, it is apparent that the aver- 
age cash income of the farmer in the county or counties where 
the project is to be built, we shall say, igs $500 to $600 per 
year. Now, does that mean that he has that mich money as a 
fund out of which he can draw for the purchase of appliances 
and payment for electric energy? No, because a certain portion 
of that has to be spent in the operation of his farm, whether 
he has electricity or not. He cannot live, he cannot exist on 
his place without spending a certain amount for the operation 
of his business, and thus you come to the figure of a net in- 
come, which in usual business statistics, is the only figure 
which has any significance at all. We have to look at both of 
these figures, the cash income of the farmer and the net in- 
come because it is true that the farmer, by the use of electri- 
city, eliminates some of this expense of farm operation, so 
that he is not limited in the money he has to spend for elec- 
tricity to what you ordinarily call his net cashyincomes: 
understand that our statistical people have been rather con- 
servative, however, in arriving at this net cash income. In- 
stead of deducting their estimates or the Census Bureau's 
estimates of the total cost of operating the farm, they deduct 
only sixty percent of that cost, and you have to take that 
factor into consideration. Thus if you find that the net cash 
income of the average farmer in an area is $300 or $400 per 
year or less, and if it appears in our records that to make 
this project pay out those farmers must pay an average of $50 
per year for energy, you have a body of data which, if unex 
plained by anything further, just could not support a respons- 
ible man's finding that the project will pay out. With an ine 
come of $300 per year, you know that the farmer is not going to 
pay $50 or $60 a year for electrical energy. There may be ex- 
ceptional circumstances where he might almost starve to death, 
in order to use electricity. But it is not only a matter of 
purchasing energy--it is a matter of buying enough appliances 
to make the project pay out and that involves several hundred 
dollars of expenditure. 


ot Se OLvenesaidvand, elithink,every: truthfully sthat 
this average figure for the county is not an average figure for 
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the project; that the project lies in the best section of the 
county. But unless that appears in our record, and unless 
there is a statement there by somebody who knows and has indi- 
- cated in the record just how he knows, it is just the merest 
guess work and wishful thinking. There have. been cases where 
our records show that instead of the project lying in the best 
area in the county, it seems to lie in the worst area or at 
least not in better than the average. You have then to take 
these average figures. 


In dealing with such a very significant fact as the 
farmer's income which is the chief variable in all of our proj- 
ects, the evidence must be persuasive and consistent. I. saw 
in one report a reference to the fact that the farmer's saving 
in the purchase of A and B batteries for radios would help in 
the purchase of electric appliances but when you find that less 
than two percent of the farmers in this area have radios, you 
see that the argument is not persuasive at all. I remember 
another, the statement intended to prove a higher level of in- 
come than the very low farming levels to the effect that a 
large percentage of the project customers live in small villages. 
But that is not evidence of feasibility of the project. The 
village customer, however large his income, is liable to be a 
very poor customer for electric energy. ‘There are lots of 
people in the cities with incomes in the five figures who do 
not spend enough for electricity to keep a rural line going. 
Thus it is not only a matter of attempting to explain, modify, 
and orient the economic information that may be adverse in its 
significance; it is a matter of doing it in some persuasive 
manner that actually gets into the record. 


The best way to get at the figures for our projects 
specifically in contrast with average figures for the whole 
county is to have surveys made for our own purposes and prefer- 
ably by our own people. When that is done, however, it must be 
sufficiently significant to constitute evidence, the kind of 
evidence that anyone of you would act upon in investing your 
own money. If a survey is made of the project and detailed 
facts are accumulated, they must appear in our records. If the 
survey has been made in only ten. percent of the project, it is 
just not worth anything as evidence supporting the Administra~ 
tor's finding unless there is good evidence that this particu- 
lar ten percent is typical. 


All of us are implicated in this matter, and I think 
we should face it with an attitude of mind as though each of us 
were signing the certificate. The Administrator mst in signing 
it rely almost wholly upon our recommendations to him. Those 
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of us who affix our initials to the paper that Mr. Cooke signs, 
in turn rely upon the recommendations that are given to us. 

Of course we have to be imaginative in our interpretation of 
these data. The only excuse for our existence is the perform 
ance of a public trust. We are in this business because pri- 
vate capital is not in it and, as Mr. Winder stated, that nec- 
essarily mast color all of our interpretation of these data. 
But there is a certain minimum of detail below which you just 
cannot work. There are certain data which do not lend them- 
selves to any type of imaginative treatment in order to get a 
given result and that is the problem with which we are con. 
cerned here. I have not mentioned everything in which I am 
interested as I do not want to take too much time. 


I waht to emphasize in closing, out of my consider- 
able experience in analyzing evidence, that the fact of most 
importance is the farmer's ability to pay. .If the farmer has 
the money, and the farmers in the best agricultural regions do 
have, the project is going to succeed, assuming the validity — 
of our other findings, which, as Mr. Carmody says, are pretty 
well standardized. If the farmer does not have the money with 
which to buy appliances and electricity, then obviously the 
project cannot succeed, and thus I think our major interest in 
this problem is what the farmer can afford to pay. To date, 
our data have not been as good as I am sure they will be in the 
future. In a good many cases, there has been evidence directly 
contradicting our finding as to what the farmers will spend. 

I have seen cases where $5 per month was necessary for pay-out 
and the majority of the customers by their own signed state- 
ments said that $3 was the maximum amount they would be willing 
to pay. When the time comes, they might well spend $5 but the 
trouble is that that is not in our record. There mist be proper 
evidence. to support our hope and faith that in a given proj- 

ect the farmer will spend enough money for electricity and for 
appliances. Where average figures from other sources are not 
encouraging we must seek evidentiary material based upon a 
scientific survey of the particular project. 


THE CHAIRMAN: ‘Thank you very much, Mr. Nicholson. _Before we 
go too far, we ought to say for the record what a magnificent 
job the bankers do and how much they may lend. Have you been 
reading the papers in the last few days and following Senator 
Wheeler's inquiry into the operation of the Van Sweringen 
‘brothers? There is an excellent example of how bankers (in 
this case large bankers) and leading New York corporation law- 
yers check the security behind loans. In the case under review 
more money is involved than we shall lend this year. 
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I think you will understand that the bankers do not 
always know what they are doing. When you can buy thousands of 
miles of railroad for $284,000 because the bankers made unwise 
loans, even the House of Morgan participating in it, I think 
you will have to realize that we have to discard some of the 
standards used by bankers; and I am beginning to think as I 
listen to these discussions, and they are very illuminating, 
one of the things we can do to find out if these farmers can 
pay their loans, will be to talk to the country bankers who 
have already made loans to these farmers on livéstock and other 
similar security. I am beginning to think that if we pay more 
attention to the country bankers in the county seats and, if 
there be good lawyers there, to them, we shall at least get 
more material that might look good on paper and we shall cer- 
tainly get some ideas that will be very helpful. 


Now, the difficulty, Mr. Nicholson, as I see it, in 
the philosophy of lending money which has not a good security 
' for the losn, does not make a good case for this. I cannot 
blame anybody for not approving some of these projects. I do 
not know enough about them myself. The only case I know of re- 
quired me a full day--one whole day--to read every single paper 
in that file, and -when. I. got. all. through, I confess to a Very 
Considerable amount of confusion. When I make a decision, I 
try to weigh the evidence as I find it; and I find that the 
people who can build their hopes on other hopes that the farmer 
“would use more of this energy when it is made available and 
made quite apparent that it would justify its cost to him, had 
not made a very clear case. They had not taken the trouble to 
document such material as they had. I am not a lawyer, but I 
have spent some years on what might be called a quasi-judicial 
bench where cases were presented by able lawyers from all over 
the United States. It was part of my duty to make up my mind-- 
to get my decision recorded in a document that might be reviewed 
by our higher Federal courts. There is a very real need for co- 
ordinating some of our facts with respect to the manner in which 
we must present the best available material we have. 


Now, the Statistical Section does have ability to put 
‘all of this material right on the line and finally summarize it 
on a single page. That is what some of the other sections have 
not done. 


MR. SWANSON: I am going to try to keep on the subject, but 

this is going to be hard to do because I have nothing to do with 
feasibility. I do want to say just this, that we get a sort of 
"“look-in" at the time that Mr. Herring goes over a project and 
at that time both he and Mr. Nicholson see the statistics that 
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have been gathered. I want to say, in opening, that we are will- 
ing to accept the challenge that Mr. Winder has so graciously 
thrown out. The borrowers should keep in mind, at the time they 
begin to think about a project what they propose to use in the 
way Of materials and how they propose to build the lines and 
whom they want to serve as their engineer--a few things like 
that. However, they should not make any commitments, May I 
dwell on that for a moment, Mr. Carmody? 


THE CHAIRMAN: Go ahead. 


MR. SWANSON: It may be touched on a little later but I should 
like to get it started now. It does affect the feasibility. 

We find oftentimes, when the project comes to us, with the 
folder——-that. the farmers themselvos have concluded what thoy 
want to use as a conductor or that this particular individual 

is to be their engineer. Unfortunately, both of those conclu- 
sions lead to much difficulty. We have nothing against any 
particular engineer, although we like to get the best consult- 
ing engineer that we can in the area. I¢ helps to-make progress, 
when you come to determine the class of conductor, if you know 
something about the circumstances under which the lines are to 
be built. If the roads are crooked, you are going to come back 
to a shorter span and a different kind of conductor. I think 
you will have to admit that the engineers-—-I am not talking 
about our engineers but engineers generally in the United States 
—-have contributed quite a bit to rural line construction, When 
you realize that this size and type of program is wholly new in 
the world--there has never been such a program with such tremen~ 
dous volume ever planned. When you turn over to a contractor 
the job of building 200 or 300 miles of lines in three or four 
months, really more lines than most power companies build in 

a whole year and with construction contracts on a similar scale, 
obviously, there are a lot of factors that have to be weighed very 
carefully. 


A program of this sort got under way in the TVA--and I 
might say that when that program was started I, along with some 
other engineers from our organization, was there.’ We were faced 
with $2,000 per mile line construction costs, which we oftentimes 
like to call a Christmas tree type of job, such as the Electric 
Bond & Share Company have been advocating for years where they 
would attach as many gadgets as they could to a rural or urban 
line, 


THS CHAIRMAN: And on which they get plenty of money from the 
bankers, 
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MR. SWANSON: Just carrying that for a moment, they were quick 
to recognize the fact that if they bank a dollar they could only 
get three percent whereas if they would hang it in the air, they 
could get twelve percent. ‘That is why the manufacturers! cata- 
logues are so thick--they have so many gadgets. It has been 
quite a job to break that down. When the TVA engineers and other 
aggressive power company engineers hit on the happy idea that 
they should go to a 6,900 volt line with grounded neutral, right 
away all sorts of things were introduced, particularly by the 
manufacturers themselves and it took them but a little while 
before they recognized that they still had a field in which they 
could set business. 


I think in our engineering organization, through the 
good offices of Mr. Richter and others, we have introduced some 
very novel ideas. We are not taking credit for any of it, but 
any number of little gadgets have been cut down in cost, others 
eliminated and others turned over to manufacturers and they have 
been only too glad to do it. That has tended to reduce the cost 
or construction. When you come down to feasibility, maybe the 
first thing which faces us is what is going to be the cost of that 
project as it comes to .us. Now, I recognize at the time Develop- 
ment passes upon it, there are many unknowns. You have to do what 
the folks tell you and you cannot tell them they are wrong. But 
when we get the vlan, we actually must find out if the layout as 
out to us is possible of construction or not. I hope you will 
not feel that we are critical when we say that this thing will 
not work, Engineers are blunt, short, and like to come to the 
point. 


Now, there are a good many things that, in our opinion, 
should enter into the feasibility of a project, but maybe when 
Mr, Herring gets back, he will have an opoortunity to go into 
that, as it is really his responsibility and not mine. 


The thing that seems to disturb us a great deal is the 
fact that they elongate projects too much. If you can build a 
project in a circle, you are getting a much better proposition 
than if you go straight down a road. Let us develop that for a 
moment. You can only distribute electricity just about so far on 
a given voltage. It so happened that the private power companies 
in going into the rural business were slow to recognize the fact 
that 6,900 volt service should be used for longer distances. 
They did try to drag that 2,300 down the road too far and when 
refrigerators and ranges were attached, they just did not have 
the energy to pull them. It so happens that with 6,900 volts you 
can go a nice distance back, and when you get beyond twenty-five 
or thirty-five miles, you are getting pretty close to the limit 
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unless you use something in the way of regulators which at once 
adds to the expense on the project. 


QUESTION: Did you say twenty-five miles is the limit? 


ANSWER: Twenty-five or thirty-five. You are getting pretty close 
to the limit without going to regulators, when you get beyond 
twenty-five miles. If you gentlemen want to do us one favor, 

you. could bring to us a tabulation of the customer applications 
and divide them into areas, probably of a ten, fifteen or twenty 
mile radius from a given point which, let us say, would be the 
power supply. That would give us some idea of the loads in the 
area. As it is now, we have to take the maps at the time the 
plans come in from the engineer and we have to assume the given 
loads of the various customers and find out what the voltage study 
will determine and whether it is possible to go out there with 
POWER OF eno, 


Now, when we get a project where there is a great deal 
of three-phase construction, obviously you are getting into a 
wholly different problem. I am afraid among the development men 
or within our own organization, the tendency is to get away from 
rural electrification, I am afraid the engineers for these spon- 
sors are going high, wide and handsome. To obtain coordinated or 
integrated projects taking in several counties, we are getting a 
large amount of the transmission lines, I have one project in mind 
with a very heavy load to be tied in, That is getting rather far 
away from rural electrification, so we continually have to keep 
after these engineers to stay on rural electrification, 


When these projects come to us, they are supposed to be 
feasible, according to the information that was turned into develop- 
ment from the various groups that analyzed them, but when we get 
the plans and specifications from the engineers, we find that 
they have actually picked the project up here and set it over 
there, I have one in mind which I think we sent back to the 
Development Division last week, his project was supposed to 
have been developed over here, because of the interference of the 
power company, They have actually moved it over here. What does 
the Development Division have to do now? It might be in cases 
like that that they will have to go back and rework the whole 
project. 


I want to say just a few words about manufacturers 
and what I might term opvoosition on the part of their representa~— 
tives. I do not know what we can do about:it. I should like to 
believe that it is possible to keep these projects pretty nearly 
sacred from the manufacturers. I do know, however, that the 


64 


R. E. 69766 


manufacturors! representatives seem to find out a whole lot about 
these projects pretty early in the game. We understand they are 
following the development men around and finding out where they 
are building projects. I do not know where they are getting the 
information except that put out from the Information Section, 


QUESTION: Is the project you refer to, 21 Milam, in Texas? 
ANSWER: Yes. 


QUESTION: Do you know how much time elapsed? The power company 
could have easily disrupted that project so it would have to be 
redeveloped, 


ANSWER: You see the plans and specifications just came in. It 

So happens that there were quite a number of individual factors, 
such as loan contracts, power contracts and olans and specifica~ 
tions. 


QUESTION: You were very fortunate if we had nothing to develop 
after that time. 


ANSWER: Texas is a very big State, 


THE CHAIRMAN: There does arise the question of how to keep track © 
of the project in the field up to the time that the engineers 
are actually ready to work, The question is whether the engineers 
shall reach back and get it at the time development renders it 
to allotment, 


QUESTION: I should like to get this point of manufacturers off 
my chest. I wish there was some way in which we could keep them 
out of the area, at least for a while. They do give us a tremen-. 
dous amount of difficulty as you can-well appreciate. They go 
out there and get hold of a few of the good farmers and they 

"get them sold" and, as somebody said, these farmers are inclined 
to be bull-headed. It has been extremely difficult for us when 
they finally select an engineer and he proceeds to draw plans 

and specifications and they come in to us and are unwilling to 
ive free and open bidding, The engineer has his mind closed, 

He is not going to permit the use of that kind of transformer and 
that kind of metal, or that kind of conductor and is dead set 
against it, It takes a great deal of time on our part to open 

up specifications because the Administrator insists upon free 
open bidding, the public opening of bids. The manufacturers 

have taken this position: who are we in Washington to tell them 
where they shall go and sell their goods and who are we in 
Washington to pass upon the application of goods. They have a 
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good point there and far be it from us'to stick our necks out 

in passing upon somebody's project as being good, bad or indif— 
ferente There may be a field for everybody's product. When you 
come to the matter of conductors, you are getting into a‘debata- 
ble subject as to cost. There is quite a difference in pricee 
We are leaning toward the lower costing transformers which are 
more readily available for the rural type of construction.’ TI 
don't think it is necessary to g0 to more expensive types and 
particularly with the ground system, we dontt need that type of 
production. 


I just wanted to bring ina thought that is coming 
up from our engineering group and that is this: We find that 
in the minds of a large majority of the outside engineer s--I 
believe not 100 percent--there is beginning to creep the idea 
that there is less and less need for protective devices for. 
rural line construction. It seems that it is a thing we mast 
Come to and I know in our limited inventive section that Mr. 
Richter is handling, they have developed a few little things, | 
coming through the mill now, which will assist in reducing this 
major line construction cost, particularly protective-.devicese 
The manufacturers are not agreeable to thate- They recognize 
immediate losses in business. It is wonderful promotion talk 
for them to corner a group of folks and tell them all of the 
horrors of lightning and what it will do to your lines and what 
can be saved by hanging their particular gadget on them. We are 
taking that with a grain of salte We are going to tell these 
boys we do not think they need those things any longer. That is 
really all I have to say. I am sorry I cannot discuss a great 
deal about feasibility. 


MR. FALKENWALD: Mr. Swanson, you mentioned that you would like 

to have a project developed in the loop area instead of a straight 
linee The development man does not pick out the farms. We actu- 
ally have a survey made and the particular farms are spotted on 
_the map. It so happens that in the majority of cases they run 

in straight lines. : 


THE CHAIRMAN: They can radiate without a loop. 


MR. FALKENWALD: I should like to have you make a suggestion how 
We COls tie Into A Loop.ssussss - If the farmers want it, how 


would you suggest that we develop it? 


ANSWER: I could only suggest that you talk it upe In talking to 
these farmers, you should not go down much beyond twenty~five or 
thirty miles but should go this way and this ordinary way and then 
finish with a spider webe I do not presume that you should 
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actually spot. these farmers and tell them who can or who cannot get 
on the line. . 


MR. FALKENWALD: ‘The way we develop it, each township develops 
into an area. The majority of projects are developed in town 
ships, the farms are spotted on the maps, and are mumbered in 
townships from one up to whatever it may be. The surveys will 
give you all important township information. I think we have 
that knowledge in the various divisions. By using that informa- 
tion, you could estimate your load without using any further as- 
sumed figures 


ANSWER: When you have this information, what do you do with it, 
look at it or file it? Deo you tabulate it “or pul Et -in eome sore 
of chart form? It would be interesting, Mr. Carmody, to know 
where that information finally endse 


MR. FALKENWALD: ‘The surveys are all kept in the township classi- 
fications for the projects in development. 


MR. FISHER: May I say something to Mr. Swanson before he 

leaves? JI think Mr. Swanson has made several contributions here 
which will help the Development Division, particularly if he fol- 
lows them up with conferences and counsel with regard to the 
project. I think that one of the difficulties has been that we 
have not conferred enough about the standards that each of us is 
using. It often comes out just as:a flat contradiction and re+ 
jection of the work we have done without knowing why. I think 

it is quite possible for. us to give Mr. Swanson the analysis of 
customer use of areas from a certain point. It will take a lit- 
tle more engineering and analysis in our own section. We have 
not a great deal of engineering experience. I think perhaps Mr. 
Swanson might designate someone to work with us on that, long be- 
fore we submit the project. We have never, to date, so far as‘I 
know, been requested to furnish opinions as to engineering feasi- 
bility. Ours has only been economic information from-an engi- 
neer's viewpoint but with respect to economy and not engineering. 
I think we are prepared to go a little farther, as Mr. Swanson 
seems to suggest, and offer lay-outs which will make his task 
easier with regard to the three-phase of single-phase construc 
tion with respect to the voltage of the lines, etc., and location 
and source of power. If we are invited to do that, we can enter~ 
tain a correspondence with the project sponsors and get these 
things in better shape than we now submit them. 


I think it is quite feasible to do that and quite pos- 


sible. I like the point he brought up about the mamfacturers! 
interference. We have met it right here in Washington where the 


67 


Re HE. 69766 


manufacturers have set up bureaus and the way these men swarm 
our offices has almost come to the point of being pernicious ac~- 
tivity. I know how many times I have been invited to lunch and 
to conferences until I have a mind to Eive them the cold shoul 
der. I can imagine how it is being carried on in the field and 
I think it is something’we have to fend off. When the proper 
time comes, I should like to ask some questions about Mr. Adams! 
talk, 


MR. BACON: I should like to ask something about this engineer~ 
ing work because one of the problems I have in the territory in 
which I have been is the selection of the engineer. The local 
organization has no idea of any consulting engineer that they 

may call on. ‘They send in this project and then the first thing 
I know, one or two engineers have been recommended to them and 
they are pretty clever. They always find somebody who does not 
want to recommend those fellows. I think that there ought to be 
compiled a list of engineers that the field man could have to 

. show to these project people to the effect that there is such and 
such a group available in this territory. In other words, I do 
not believe it is economical to have an engineer from Philadelphia 
working on a project in Alabama. That is too far away and it 
causes antipathy because these fellows come down to work before 
you get out of the town, and, unless the field man has cautioned 
the sponsors, one enginéer is as good as another and hard feel~ 
ings result. 


THE CHAIRMAN: You mean the engineers selected? 


MRe SWANSON: Where an engineer works is not of any moment. 
Burns and McDonnell is an engineering firm that operates all 
over the United States. It is not an uncommon thing for an en- 
gineering concern such as that to establish branch offices and 
they can operate in Alabama even though their home office may be 
in Kansas City. As to a list of engineers, there comes a time 
after the project has passed the stage of allocation and the con- 
tract is in the process of preparation, that we do send out to 
the sponsors a series of bulletins telling what to do and when 
to do it. With these bulletins is a list of engineers who, we 
believe, are available. It is not that engineer who causes us 
trouble; it is the home town boy. They get him in as an engi- 
neer or manager or something and it is just impossible to get 
them to understand that he just will not get a job done ina 
month or week, whereas if they bring in an engineering organiza- 
tion, they can fuction with some speed. 


THH CHAIRMAN; May I say this on that question? Mr. Swanson 
is discussing that later, I think. One of the reasons that the 
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afternoons were left open was that we might do our work at our — 
desks. The other reason and a reason that weighed most heavily 
with me was that some small conferences might be carried on in 
the afternoons between the many groups that had special problems 
to work out. For instance, I think it would be well for all of 
the development men to sit down with Mr. Swanson and whomever 
he,may designate and discuss that question of how it would be 
best to warn the sponsors against selecting the wrong engineer 
and succumbing to the wiles of the mamufacturers! representatives 
who come to see them using expert arguments.of all sorts and re~ 
sourcefulness with which the farmers are wholly unfamiliar. 


First of all, you cannot keep this business secrete 

Success depends upon publicity and not on secrecy. Second, no 
matter how you try, you could not keep the vendors from sending 
flocks of their salesmen, called research men, out to the projects 
and to the engineering staff here. . We are on perfectly solid 
ground, it seems to me, legally and morally. Under Government 
regulation the contract must go to the lowest responsible bidder. 
That is number one. WNumber two-—-I think that the field men can 

be quite as persuasive as anybody else -in having the sponsors 
accept as a fact that entirely apart from the necessity for pro- 
tecting our loan as Government trustees, we are normally their 
best friends and certainly no mamufacturer, many of whom contri- 
buted to the fund that endeavored to prevent the passage of this 
Act, can be looked upon as a better friend of the sponsor over 
twenty years than the REAe Let us use that as an argument. You 
men in the field can certainly persuade these men that before they 
make any commitments, they should come to the Rural Electri- 
fication, Administration because here they will find friends. On 
our side, in our dealings with them, we must persuade them from 
his.end that even though our advice sometimes may appear to be 
bitter medicine, it is given by their friends. It is not always 
necessary to make medicine bitter. Engineers are blunt to their 
own very great disadvantage and I say this after having belonged 

to several engineer societies over a period of years and having 
dealt with them all my life. It is about time in this modern 

world of ours that they sloughed off their bluntness and put on 
some of: the coatings that the lawyers have put on. Nobody can 
be more blunt than a lawyer if he has to bee- The character of 
his dealings in the world would tend to make him blunt, but he 

does not meet issues that way at all. He begins in school and con- 
tinues after he leaves school to acquire skill in the practice of 
diplomacy. You know that their incomes are larger than that of the 
average engineer all over the United States and their prestige is a 
thousand times more in making the laws of the United States where in 
our National Legislature there are perhaps 400 lawyers and not an 
engineer. The engineers decry it; they put one in the White House 
and what happened? He was so blunt, they chased him out. Let us 
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understand that bluntness is. wholly unnecessary. I am beginning to 
think that it does not apply to the whole profession but only to 
those of us who have not found out that bluntness does not pay in 
any sense, not only financially but in our ability to accomplish 
things. 


It is a very great privilege to be here. I dare say many 
of you recognize it as a privilege to be a part of an organization 
where the intellectual tone is what it is in the REA. We have an 
opportunity for association that the average young man or business 
executive does not have. We have a large corps of engineers, a 
large staff of lawyers, economists and other whose objectives are 
necessarily high because of their training and the kind of work 
which they are called upon to do. Iet us see how these lawyers 
worl: and how they persuade us against our wills to do the thing 
wnich in the beginning we did not want to do at all. I am going 
to make this definite suggestion to you and these deve lopment 
fellows. Here is what we ought to be working toward. I do not 
know whether it is possible or not. There are some 3,000 counties 
in the United States. We should be engaged in active research to 
determine the economic status of all areas in advance of develov- 
ment work. We should coordinate our data and then lay them on top 
of the map on which these data would be spotted, not in figures, 
but on a map large enough to spot every potential customer; then 
we could lay the present utility maps and show areas, and even in- 
dividuals who are served, and see what part of the area remains. 
We could then either quickly appropriate funds ourselves to cover 
unserved areas or find out what part the utilities were going to 
supply; then we would be doing a first-class job. Many of our 
present frictional problems would be eliminated by that process. 
We are not ready to do that completely. We are ready to do what 
we can with what we have and if the engineers will sketch out a 
plan roughly and set down the figures and the limits beyond which 
you cannot go with normal transition facilities--it can be done; 
it is a matter of coordination~-then I think we could begin to 
Mae progress. I wish you would talk about that this afternoon 
or whenever both of you can spare the time. Now, this manufacturer 
business is something we shall talk about. We may have to use 
some of the diplomacy which the lawyers possess to get an under- 
standing, at least to take the savagery out of it. It is nota 
form of intelligent commercial enterprise. 


(Fifteen minute recess) 
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THE CHAIRMAN: Mr. Nicholson has been called to the office by the 
Administrator but he is staying for a short while in order 
that. he might answer any questions, concerning the subject he 
discussed, that are in the mind of anyone present. Will you 
please ask them. If not, Mr. Nicholson would like to be excused. 


MR, LAKE: I should like to ask one question. The question in my 
mind is this. Mr. Nicholson talked on statistics and so did Mr. 
Adams. Just how much do these statistics mean? We are doing 
something that everybody told us could not be done--so how far 
should we go on with these statistics is the question in my mind? 
I should like to ask if there is a definite point in the income of 
a group that eliminates their chance of getting a project other 
than if they are going to be resettled? On the east side in New 
York the New York Edison Company and other electric companies run 
right into the poorest sections of New York City. The same is 
true in otner cities. I am wondering if we should say that some 
sections should not have electricity because they have not enough 
money, or do not make enough money. 


MR. NICHOLSON: As Mr. Cooke has often said, we are doing just a 
smali fraction of electrifying rural America--about ten percent 
of the total job. The question of subsidies, grants and other 
factors to complete the program in other years, is not our prob- 
lem--our problem is to choose perhaps that ten percent of rural 
America which is now ready for electricity under the requirements 
of our statute. We cannot go on the theory of taking electricity 
to every farmer that wants it--obviously not. Now, the people on 
the east side of New York do not need to spend very much for 
electricity in order to make business successful. The farmer 

has to spend a somewhat higher amount because there are so few 
farmers per mile. When Mr. Cooke signs the certificate, as re- 
quired by him by the Act, namely, that the security is adequate 
and that the line will be self-liquidating, he has to have some- 
thing upon which, to base that opinion. That is just the ABC of 
administrative action. Nor could he base it upon his own general 
Opinion of what farmers are likely to do. In order to do that, 
he would have to write out a review of each project. For the 
basis of his opinion he can't just pick it out of the air-—he 
must have evidence upon which to base a finding. Imagination 
cannot create evidence, but it can interpret it. 


Statistical information has to do with all of the fac- 
tors that seem to indicate what a farmer can spend for electricity 
or what he cannot spend. It is not highly complicated--one mst 
Just think how he would act in his own personal affairs in deter- 
mining a question of this kind. The saturation of automobiles 
is always significant. When I find in a project area only a 25 
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percent saturation of automobiles it immediately raises a ques- 
tion that has to be answered-~it may not condemn the project, 

but it certainly does not endorse it. An automobile is today 
almost an essential item for a farmer, and in many of our proj- 
ects the saturation is as high as 85 to 90 percent. When it 

is down as low as 25 to 35 percent, then we know that 65 to 75 
percent. of our consumers have not been able to buy even a second- 
hand Ford. The question has to be answered as to how they are 

to pay the $300 to $400 for appliances and to pay for the use of 
80 to 100 kilowatt hours per month. I do not mean that any single 
fact is conclusive one way or the other---this automobile satura- 
tion and the saturation of other things which are almost as essen- 
tial to a normal agricultural economy--they are not conclusive, 
but they do point one way or the other. If they are favorable, 
that is fine. If otherwise, it must in some way affect our views. 


THE CHAIRMAN: I realize, Mr. Lake, that that is an extremely 

err tieult question to answer. As it is today, we judge a man's 
worth largely on whether or not he has an automobile. There are 
more than 25,000,000 automobiles in use in the United States to- 
day. Within my own memory and perhaps within yours, once, a man 
who thought of buying an automobile was looked upon as a fool. 

In fact, no banker would lend him a cent to buy an automobile. 

The automobile manufacturers themselves did not borrow money 

from the banks in the early days-—they peddled their stock from 
door to door. The bankers would not lend money for the auto— 
mobile business, because people could not afford to buy them; 
their incomes were not large enough to warrant automobiles. Now 
it is not possible for us to decide this REA question--this ques- 
tion of lending money--in one year or two, any more than the 
automobile business could be developed in one or two yearss a 
myself remember when Henry Ford drove his gasoline buggy down 

the street and he had to push it halfway. The people in Detroit 
who are getting their largest incomes today from the automobile 
business laughed at him. We have Just got to use some common 
sense in this respect. It is not the early promoters of the auto- 
mobile business--like Flanders and Durant and others who really 
contributed valuable ideas to the automobile industry--wno are 
reaping the benefits of the business--it is the people who twenty- 
five years ago had no interest in it--not one of them except Henry 
Ford. The rest of them are all washed up. It may be the same 
here, but our problem is to place that loan that you are talking 
about—-that is what we are trying to do. Every day the Develop- 
ment Division is attempting to do this, the economists are attempt- 
ing to do it and the men who must initial this or that proposed 
allotment before the Administrator will sign it are trying toxdo 
it. They are trying to do it by a fundamental process-—they wish 
finally to arrive at a conclusion as to what does constitute a — 
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project that we ought to lend money to. Now you take the county 
of Crawford--it is very hard to tell how much energy will be used 
up there. I dare say from some of the figures that nave come in 
in early days the whole thing might turn out so that we may only 
get one-third of the investment we ought to have there. How they 
will turn out--you just cannot answer this. Nor is it being an- 
swered by our general discussion here. You have a question, Mr. 
Pyles? 


MR. PYLES: I question Mr. Nicholson's statement that customers 

in certain sections who have only $200 to $300 income could not 
use over a certain amount of electricity and that they have signed 
statements that they would only use three dollars! worth of elec- 
tricity a month. This is not the customer's statement. The sur- 
vey signed by the customer states that is the minimum bill he is 
Willing to pay, but does not say that is all the current he will 
use. If that is used as a factor for determining how much he is 
going to use, it is wrong. 


MR. NICHOLSON: Iwas referring to several surveys in which the 
great majority of customers signed statements, giving about three 
dollars as the maximum amount they would pay. 


THE CHAIRMAN: There are some just the opposite of that, Mr. 
Pyles. There is a statement that some farmers have signed stating 
that that was the maximum amount they could vay. 


MR. PYLES: About these $200 and $300 incomes. I have gone over 
certain information with Mr. Winder and we have examined some of 
the territory in Arkansas where normally it would be supposed that 
the farmers could not use the current found necessary and could 
not afford to buy the necessary appliances. We found that there 
were @ great many instances where these same farmers are connected 
with electric service now and using between $40 and $50 worth of 
current per year, and have electric refrigerators, washing machines, 
irons, etc. We have photographs of these houses showing that 

they are very poor dwellings in run-down condition, and would 

be considered by the Legal Division as unfeasible economically. 


MR. BOYD FISHSR: This is not really a question and it will not 
be, necessary to answer it. I should just like to present a point 
of view. Mr. Nicholson, of course, in the brief time that. he 
talked, could not develop all of the provisos, the admissions and 
concessions, but if we would all just try to realize that if we 
were to consider the feasibility of projects on the basis of the 
average income of the farmers of the counties, it would give ug 
avery definite picture and a much different picture than the 
average project, which is from a selected group of farmers. I 
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had a map made the other day, a colored map, showing the terri- 
tories in the United States that would be feasible for the develop- 
ment of REA projects. If we study this on the basis merely of 

the counties! average income, that on which Mr. Nicholson approves 
allotments, I am bound to say that taking the area east of the 
-L0O meridian mark where our active work has been, two-thirds of 
the territory over this area would be declared, in advance, as 
being infeasible. If we apply the standards by which we have 

been rejecting projects in this area, two-thirds of it would be 
wiped ovt in advance. Mr. Nicholson would not wish to rule out 
two-thirds of our potential projects in advance. It is absolutely 
necessary that we have a better selective process. 


Mr. Nicholson, Mr. Adams and Mr. Swanson have discussed 
the feasibility of projects. The impression growing out of this 
in my judgment is that today the Develapment Division has not 
made an adequate presentation of available facts. I do not take 
it seriously. I do not resent it. I do not take it as unfavor- 
able criticism. I take it as something that we have to talk over 
in our division--how to develop this thing better. 


We have attempted to improve our basis of information 
and there has been a very serious effort to do a better Jobs 
Ve have a Miss Liter on our staff whose job has been to analyze 
the customer survey blanks in our own projects and every effort 
has been made to take her away from us. I feel that this ana- 
lyzing is a very proper part of our job. When the entire analy- 
sis of a whole county is not adequate, we should be permitted to 
Ike the kind of detailed and thorough study of our project cus- 
tomers which will seem evidential to Mr. Nicholson. Now, if we 
are going to consider the number of automobiles as a criterion, 
i am going to ask our men to put on their survey blanks in each 
State whether the customer has an automobile or not, what year 
end what make it is, the price paid, whether he owns it or not or 
is just paying for it on the GMC plan. We have already analyzed 
the detailed survey blanks where farmers have told certain things 
about themselves, but I am willing to get a credit rating on 
tnese farmers as well. Mr. Ford of Mississippi has actually 
suggested a plan of getting a committee of three-—the doctor, 
the banker and leading grocer--to be a credit committee on each 
project. We can get you that. We mst not reject the entire 
South, the entire middle South, the whole southern area of Ohio, 
entire Virginia and most of Maryland, a large part of Pennsyl- 
vania, etc., as we should be forced to do on the average figures 
we have been getting. In fact, we must be required to get what- 
ever data, with regard to individual customers, will satisfy the 
extremely cautious, as well as data concerning the character of 
the signers on these projects—-which will show that these partic-— 
ular farmers can afford to buy electricity. 
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Now then, I should like to take exception only for the 
purpose of. comment, not debate. One of Mr. Nicholson's general- 
izations was that the cost of the project, the cost of wholesale 
current and all of the other cost factors are very constant through 
out the United States. I will say that in many cases our esti- 
mate as to cost has been very constant but to assume that generally 
the costs will always be the same, I think is erroneous. We can 
regulate costs to some extent if necessary. We can have labor 
costs contributed, and we can have the poles contributed. We 
are actually making certain experiments in getting low-cost con-— 
struction from contributed labor and material. We do not have 
to assume, and should not assume, that all of these other things 
are constant and only the farmer's income is variable. As a 
matter of fact I am far from being content with the assumptions 
that have been made with regard to the farmer's cash income and 
its influence upon his ability to purchase electricity. Sufficient 
reasons have not been shown that electricity should in some cases 
be regarded in the cost of production, and that electricity will 
replace expenditures now being made for gasoline, kerosene or 
labor or ice or other things which can be obviated if the farmer 
has electricity. Nor has sufficient reason been shown that so 
much of the farmer's income is intangible--such as the products 
of his garden--and that many of his activities will replace the 
cost of recreation, etc. So I am far from being sure that the 
standards are proper. What I want to do is to take these criti- 
Cisms as criticisms of the way we are building up our projects. 

I am not willing to accept the opinion that we should, on the 
basis of general averages, condemn the greater part of the United 
States as outside the class of our ten percent. 


MR, NICHOLSON: I am merely trying to be helpful as General Coun- 
sel of this agency in pointing out the type of evidence which I 
think ought to be in our records. Whatever may be the impression 
that my remarks have given, I know from my own inner attitude-- 
and I trust you will take my word for it--my procedure is anything 
but cautious. I have approved practically all of the projects 
that have gone over my desk. I have disapproved a few and made 

a sort of guinea pig out of this and that one, but on the same 
day I have initialed projects that were very much like one that I 
refused to initial. I have acted in this manner chiefly to help 
in the development of our projects and to raise questions that 
should be raised as to the character of evidence on which we act. 
1 am far from being critical of any part of this organization. 

I feel pretty comfortable in regard to the functions of every 
part of it. The point that I want to make clear, which I did 

not do sufficiently, is this--that in many of: our records to 

date about the only evidence that we have been getting as to the 
farmer's ability to pay is in these general averages. I agree 


75 


R.E. 69766 


with Mr, Fisher that they are probably not accurate and that the 
twenty-five percent saturation of automobiles, which is the only 
figure appearing in our récords of some projects, probably ought 
to be clarified by a specific survey of our progect, MOLT ir tig 
shown, for instance, that there is a seventy-five percent satura- 
tion of automobiles, and the county average shows only twenty- 
five percent that immediately begins to reflect upon all of the 
averages. It is my idea that we ought to get into our records, 
as the most important part of our evidential material, reliable 
6vidence as to the real purchasing power of our particular con- 
sumers. 


iiR. FISHER: I think at this time we should call upon Miss Liter 
of our staff, who has been making an actual detailed study of our 
customers in an area which has been condemmed on the average ba- 
sis. We turned down Kentucky 21 on the scale that its average 
figures as presented by available statistics from the Resettle- 
ment Administration and the Census showed it was not feasible; 
but an analysis of the actual customers signed up seemed some- 
what to alter that picture. 


MISS LITER: Kentucky 21 is comprised of four adjoining counties. 
The project sponsors are the county agents in those areas. I 

have no disagreement with the average figures as far as the aver-— 
age county figures are concerned. There are poor areas in cer- 
tain parts of each-of the counties, which are known in Kentucky 
as the "Inob sections". There were other sections in the counties 
that are considered to be better farm land areas of the blue grass 
~-the river and creek bottom types. The sponsors had selected 
areas for the project in these particular sections of the county. 
That, of course, was pretty much the background which we had to 
work with when we went into the county. I make the survey on the 
basis of a random number of samples. I take a given number of 
persons in the county from the customer's survey blanks and from 
these I visit as nearly twenty percent of the prospective cus- 
tomers as I can get around to see. This particular survey covered 
three hundred miles of prospective lines. After making the selec~ 
tion of families, I then proceeded to schedule plans for visiting 
the homes. If it is found that number seventy-seven happens not 
to be at home, in order to save time, the adjoining farmer, if 
that farmer has signed the customer's survey form, is interviewed. 
That was the method of family sampling on the project Kentucky-21- 
Nelson. I did not let the county agent suggest to me which farmer 
I should call on. 


In general, I do not know the farmers I call on, so 


when I go into an area I try to keep the survey as objective as 
possible, In all instances when calls on a family are made, an 
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inventory is taken of their cash income. I start out with the 
number in the family and go through the necessary questions. 
There are some fifteen or sixteen of these-topics. If it is de- 
sired, they can be distributed to those present who are inter- 
ested, for the purpose of giving a background of the type of in- 
formation I get in making a survey. 


I found in that particular section of Kentucky, most 
of the cash income was from tobacco and dairy products. Tobacco 
prices were high. Here was a price figure that I had to consider, 
as it was typical for one year only due to the general tobacco 
crop failure over the country. The four county agents decided 
that a fair price figure to use would be thirty cents per pound 
on the tobacco. I take all of the facts and figures on the in- 
come from the farm into consideration, in order to determine the 
individual family budgetary needs. I ask the homemaker if she 
considers she spends one-fourth of the income for groceries and 
other family needs during the year. I go into detail as to the 
real income of the family. A check is made as to the year and 
make of the automobile, whether or not they have radios, tele- 
phones, etc. In certain areas in this project they did not have 
telephones, but in most homes we found that they had radios. 
Telephone lines had not been extended into a part of the area. 
The colored tenant group had not been included in the survey 
forms, a factor which would influence the average income of the 
project as a whole, because jin the general average county income 
the tenants are considered as a part of that average farm income. 
We found that the average income of the project area, so far as 
the farm income is concerned, was approximately $1,800. That, of 
course, appeared to be a rather high income, so I went back to 
the county and checked with the Tax Commissioner, the assessor 
and the banker. I checked with the Resettlement Administration 
and got the report on the number of farmers in the project area 
that had received either a standard grant or drought grant of 
money. In this particular area I found that in one county there 
were thirteen standard resettlement cases, and that of the thir- 
teen, one was located in the project area; in another county two 
cases were in the area. Checking these supplementary factors and 
checking the basis woon which we consider a family having an ade- 
quate budget including cash to pay for electricity, I arrive at 
the conclusion as to whether the farm cash income is adequate to 
meet the family needs. 


After considering the amount for food and clothing and 
the items for household and farm operations, a check is made with 
the farmers, and in those instances where we have the farmer and 
the homemaker together, I talk with them of the family needs and 
determine the accuracy of that family budget on the actual need 
of the individual family. 
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IT have just had handed to me a report of the incomes 
from these 5,000 farms in the area. 


"Qn 12/8/36 the Kenticky-21-Nelson project was re- 
turned to the Development Division for a field check, because, 
according to Census statistics, the average income for 5,000 
farms, in and out of the project area, was only about 10 times 
the necessary payout per customer ($60 and $600). 


"The requested survey of 65 families selected on a 
chance basis showed an average family income of $1,945, instead 
of $600. A comparison of the field check and Census percentages 
shows: -- (for project area) 


"Field Check Census —- 1930 Figures 
Bullitt Co. Spencer Co. Washington 
Co. 
Independent electric plants 29% 2. 8% 2.7% 2.1% 
Automobiles 85 43.6 an ieee 8 50.0 
Telephones 74 UO. 0 28.6 CRP ®, 
Tenancy — Li oa 45 36 " 


May I say that while our report, so far as total aver- 
age income and average farm income, may vary, that is because in 
certain areas we have classifications on "non-farm incomes". In 
these instances the farmer may have a supplementary income. We 
do classify as a non-farm income school teachers and mail car- 
riers. Then I state whether or not that income is a supplement 
to the farm or a supplement to industry. If the workers are work 
ing in distilleries, as in certain selected areas, then IT record 
that as not being supplementary to the farm, but to the industry 
in that particular area. I consider the filling stations and 
little country stores ag supplementary to the farm income in the 
project area. 


MR. CARMODY: In this particular State, have conclusions been 
reached, or are we still in the process of studying that allot- 
ment? 


MR. FISHER: We are recommending it again and I am not certain 
whether it has actually gone up for allotment. 


MR. GILSON: Yes, that has gone up, Mr. Fisher. It has been ap- 
proved by Mr. Nicholson and is now on Mr. Herring's desk awaiting 
his approval. 


THE CHAIRMAN: There are a good many papers on our desks awaiting 
decisions. 
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MR. HERRING: I have not looked at it. 


THE CHAIHMAN: It was turned down absolutely because somebody said 
that they could not afford electricity. Now it is recommended on 
the basis of somebody saying that they can afford electricity. 


MR. ADAMS: I should like to know what rating she found on this 
project. 


MISS LITER: I do not remember just what that figure was. It was 
turned back to the people who had been handling it. Those averages 
may seem high in comparison to some of the surveys that I have 
made. 


MR. ADAMS: It is in the upper half? 


THE CHATFMAN: Well, all the other factors being equal, this 
project ought to pass. 


MR. ADAMS: I should like to see the figures. 


MR. FREEMAN: ‘This was rated in the second quarter of the State 
and in the third quarter of the United States. 


MR. ADAMS: The rating third quarter of the United States means 
that, in speaking of project areas, the counties throughout the 
entire country are listed from top to bottom according to certain 
criteria such as agricultural incomes; then you take the first 
twenty-five percent of the counties and rate them in the first 
quarter and so on. 


THE CHAIRMAN: What is that based on, income? 


MR. ADAMS: Based first on income, with other factors being given 
consideration. 


MR. HERRING: Did you use more than one thing to judge them? 


MR. ADAMS: In effect, any rating you get is by a process of 
measurement. Obviously, our measurements cannot be.as fine as 
those used by automobile manufacturers in gauging the size of 
pistons, but, by combining the good judgment of three or four 
people working on the project, you get this rating. 


THE CHAIRMAN: If there is any one thing that has been inquired 
into more than another in the past fifteen years, it is income. 
People complain about income tax because it makes them put on 
paper what they get, but there are door-ringers and door-ringers 
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all over the United States inquiring of people what their income 
is. It is being done by agencies of all sorts--newspapers have 
their people out--advertising agencies have their men taking it 
-~-so that there are, apart from these figures over in Agriculture, 
hundreds of other sets of statistics covering practically every 
area in the United States. From my experience in the publishing 
business, I know that there are literally tons and tons of them 
having to do with incomes of individuals, and no one is too poor 
or has too small an income to escape inquiry. 


MR. ADAMS: But how much are they worth a ton? 


THE CHAIRMAN: I suppose that a very large percentage of the 
money spent to promote business and to promote advertising is 
based on those figures, whatever they are worth. But somebody 
thinks they are worth something. One thing should be said. It 
is very noticeable that the projects that have been submitted 
during the past six months have certainly been of a better grade. 


MR. LONG: What I have to say is very brief, and I do not wigh 

to take up much time. I think experience is one of the best 
teachers we have, and by comparison I have found out from the 
Pacific Northwest in California that the Puget Sound Power and 
Light and other Pacific electric companies have that entire west- 
ern territory served upward to seventy-five or eighty percent. 

I should like to know what the straight line statistical reports 
of the counties out there are as compared with the territories 

in Alabama or Iowa which are now unservec. In Lee County, Alabama, 
they received an allotment from REA that had to be rescinded, be- 
Cause the power company not only built the lines into the county 
covering the entire project as submitted to REA, but twenty miles 
more. I should like to know what the statistical reports of that 
county were,as the power company evidently considered it economi- 
cally sound. 


THE CHAIRMAN: I should like to Say this before you go on. Nobody 
is on trial here. Mr. Adams does not say, nor does the appli ca- 
tion say, whether an allotment has to be made in an area. I think, 
if you should ask him or any of his associates, they would say 
they wanted to see more data. I think they wovld; I do not think 
they have ever said that they had enough data. The Administrator 
is required under the statute, as has been said numerous times, 

to assure the Congress that projects are self-liquidating. 

In order that he may not make a mistake nor be required to review 
all the detail, he has asked several people to put their initials 
on the project before it comes to him. It must be recommended by 
the Development Division, that is, by Mr. Boyd Fisher; after his 
recommendation it goes to Mr. Herring and Mr. Nicholson and they 
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initial or do not initial it. Now they are the people against 
whom much of the talk must be directed because in my judgement, 
if they turn down a project that ought to be built they are 
doing more damage than if they build some project that should 
not be built. They have the heavy responsibility. 


We are in the process of studying it. The Administra- 
tor has asked Mr. Coil to study our whole procedure. What he 
will find or recommend I have not the faintest notion. I should 
like to see the same kind of study made of every county area 
that was made in the northwest and on the Pacific coast to see 
whether we would have built the lines on the basis of these fig- 
ures that are used by these men. 


MR. LONG: That is the point. 


THE CHAIRMAN: If the development men have in advance all of the 
factual data that we can furnish, these men themselves can check 
those figures and if they are wrong, then they can contradict 
them. I am suspicious of the 1930 census figures. We must use 
a new kind of judgment and intelligence and I think we are using 
them. Our problem is the furnishing of electricity to farmers 
who were denied it and told they would never have it and that is 
what we must do. 


MR. LONG: This is no criticism, but purely a suggestion--let 
us make a comparative study of areas that are served as a basis 
for further judgment in a territory not now served. Another 
question that I should like.to,ask--if I. understand it, Mr. 
Swanson in his statement said something about engineers who 
wish to integrate projects into larger projects. Mr. Nicholson 
advised that very thing in Washington. The correct answer as 

to whether to have these projects developed into a large inte- 
grated system or small integrated systems, Mr. Nicnolson's view, 
and what he has requested... . . . in Spokane, Washington, 
does not coincide with what Mr. Swanson has stated this morning, 
and I should like to know for my own personal satisfaction what 
I. shall say to the people as to the size of.the project. 


MR. SWANSON: I could not answer that specific question because 
I do not know the facts in the two cases. 


THE CHAIRMAN: You will not wonder now that I come up staggering 
frequently from these changes. 


MR. HERRING: I am sorry that I did not hear Mr. Nicholson's and 
Mr. Swanson's talks, but there were two or three things said 
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before that I want to comment on in connection with these previ- 
ous talks. Suppose I present then. There has been a good deal’ 
of discussion as to. the customers' signed agreement and the way 
we work out these projects. When they come up they have a certain 
number of signed agreements fron prospective customers indicat- 
ing the appliances that will be used. From these the estimated 
usage 1s determined and the estimated revenue is obtained. We . 
are assuming a good many things; that is the only thing develop- 
ment can do. JI do not believe the development people really 
know how they arrive at the assumption that is made ag to kilo- 
watt hour consumption. 


Mr. Fisher's men spend three days on a project. ‘They 
set it up and get it working. It seems to me that if I were going 
to build any kind of a project, I should want to know for my own 
personal knowledge something of that particular area and decide, 
in my own mind, what the usage May run--so many kilowatt hours 
per month or per year--as a yardstick in order to arrive at what 
we ultimately want and that is revenue on the project. In some 
areas you field men probably talked with people who know more or 
less about the usage of various equipment, but you probably are. 
guided largely by the financial ability of the people who pay. 


so much for that. I am not criticizing that course 
in connection with the development people, but there are two al- 
ternatives in securing these agreements: Guessing at usage, and 
guessing at what they are going to buy is bad business. Took at 
the TVA. They have a thorough and entirely different practice. 
They,.20, to, the people and say they will have so much usage per 
month per mile of line before they are willing to deal with them. 
They get together and work it out. Then TVA says--Now, we be- 
lieve that you are all honest people, but to be sure about it and 
before we start any construction work, we are going to have each 
one of you agree to do certain things. One, sign your contract 
with a wiring contractor to take care of your house wiring. 
Two, you, John Jones, said you were going to use a refrigerator, 
a radio and a washing machine; all right,but you must show us 
& signed contract with an appliance company to the effect that 
you are going to buy these appliances. 


Now, until TVA has these two things, they will not 
start any construction. You.can see their position. TVA requires 
that customers Sign these contracts with appliance people or 
Wiring contractors, and then there is not so much of a question 
about: their going on the line. 


I know about farmers! contracts to go .on,the line... 7 


have handled hundreds of these agreements--thousands of them-- 
and know that under certain stress and under certain conditions 
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they will sign to go on the line, but they do not specify when 
they will do so. ‘They come back with an alibi that they did not 
specify when they were going on the line. It should be written 
into the contract that when energy is available and as soon as 
the line is completed, they will come on tne line. It is impos- 
sible to get 100 percent of the people signed up to take service. 
Experience seems to indicate that, if in the first two years 
seventy to seventy-five percent of the people who agreed to come 
on the line do become users, you are doing a pretty fair job. 

We have some cases where we have done better than that, where 
there are more people on the line than agreed to come on, but 
they are exceptions. When I make that statement, it isa general 
statement. If we should approach our problem in that way and 
have these gigned contracts, that is, let us say, after the al- 
lotment is made, it might tend to delay the time when construc- 
tion could begin--I do not know how long--depending somewhat 
upon the size of the project and the people handling it. 


Now, another plan that might be worked out to avoid 
these signed documents, that may or may not mean something, 
would be to get a signed contract--and I qualify that by saying 
that it may or may not mean anything--from each individual cus- 
tomer based upon what he is willing to pay and what he will 
guarantee to pay per month if the line comes by his property. 

In other words, we could work it something like this. Here is 

a project costing $300,000 and we want a certain amount of reve- 
nue from it--say, sixteen percent gross revenue. That would be 
$48,000 a year in order to have it self-liquidating, and with 900 
customers, each customer would pay $53 per year. I want to tell 
you that when you get 900 people in any area to assure an aver- 
age of that amount in dollars per year you are doing a good job. 
The next step would be to tell the sponsors that $48,000 annual 
revenue would ve required. If contracts from the customers, 
guaranteeing to pay that amount of money, can be secured, the 
loan would be made. In that way again we are more or less sure 
of the gross revenue required. That, generally, is the practice 
of utilities throughout the United States--a guaranteed monthly 
Minimum. So much for that. 


There are two reasons why a man would want electric 
service. He may actually want electricity more than he wants 
anything else to use on the farm, but he may not be farsighted 
enough to see that with an electric line by his property he im- 
mediately increases the value of the property. The amount of 
the increase would naturally depend somewhat upon the location. 
A figure that is more or less general and I think it is used by 
a number of insurance companies, is $10 per acre. I cannot see 
such an increase in some areas like Nebraska where the farms are 
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large, but I can readily see it where farms are small and where 

the customer density is high. The value of the property is cer- 
tainly increased, but how much is almost anybody's guess. This 

feature, I think, should be kept in mind, as it is a good talk- 

ing point in connection with lines. 


MR. WINDER: Relative to the possibility of reduction in cost 

of lines, we are building now mder contracts in different parts 
of the country, single-phase primary lines for $600 a mile, or 
under, if you add three transformers, meters, etc., you increase 
the cost about:$300. That varies as do primary line cost fig- 
ures. When we started two years ago, the average cost of line 
construction over the United States, as shown on the books of 
the larger utility companies, ran from $1,400 to $2,000 per mile. 
We told them it could be done for $1,000. tt was disputed and 
we were told that it could not be done. We have been doing it, 
even under $1,000, and costs have shown e tendency downward. 

Now, however, with the increase in the cost of material, there 
is a tendency upward. Ina great many of our projects the 
amount of three-phase lines, in proportion to single-phase lines, 
May increase. As [I remember, now twenty to thirty percent of 
the total is three-phase line. In some projects the size of the 
conductors is very heavy due to the necessity of getting the 
Proper amount of current used through to the end of the line so 
in considering projects and the cost of them you must consider 
the amount of the three-phase lines in the project. 


There has also been some question about the size of 
projects; when you go beyond the practical size, your operating 
costs are going-to mount. If you keep at the average size, .your 
operating costs will not show much variation. I am speaking gen- 
erally as to operating costs. If you put two or three projects 
together, you can get by with one general manager and you can 
get by with one bookkeeper. I want to talk about that a littie 
later on, probably tomorrow and go into it a little more thorough- 
ly. I brought it up at this point, because it was commented on. 


THE CHAIRMAN: I am just going to take a minute here to say some~ 
thing that may have a bearing on public relations. I hesitate 
to say it, because I do not want to discourage anybody, but so 
far as I know, and I am just learning this public utility busi- 
ness, it is practically the only business I know of that makes 
thousands of people sign on the line before they will invest 
any money. All over the United States are people who invest 
their money in the hope that they will get it back, with the 
hope that the products they make will be attractive enough to be 
bought at a price that will yield a profit. Here we are asking 
thousands of people who have every reason to be skeptical, for 
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their signatures, and asking them to say definitely that they 
will do certain things. Now I grant you we have to know some- 
thing about possibilities. I do not know whether we have the 
same relationship to all of our projects that TVA has, but TVA 
has really brought the people up on a new level of consumption. 
In our organization more than in any Government agency that I 
know of, our department heads must be like the fellows on a base- 
ball team who work for a double play all the time. 


Mr. Herring has given us an idea that none of us thought 
of. I think it is an excellent one. In general, he says that 
having electricity on the farm or passing the farm, increases the 
value of that land perhaps $10 an acre--why that alone will almost 
pay for the electricity in a good many areas, because even if 
they do not sell the property, they can borrow on it. That is 
something to think about. Mr. Herring and I spent a couple of 
days in TVA on one of their projects. We found that since the 
project started, several cottages and small homes have been built 
on some tracts of land not in the suburbs of a nearby city or 
town, but several miles out--eight, ten or twelve miles out. ‘The 
thing that happened is this; First of all, people who were living 
in town and wanted to live out in the country and have city life 
and country life, found that they could have both by moving about 
ten miles out. They found a small place, three or four acres,: 
which they bought, and they built a new home. The reason they 
went out was because they had electricity there. They would not 
have gone if they could not have electricity. A farmer who owns 
forty or fifty acres could very well spare two, three or four 
acres, perhaps, for this same purpose. He may even sell half of 
his tract to townspeople that want to move out, thus increasing 
the number of consumers over the whole project and making every- 
body better off. Nobody could have foreseen that-—TVA did not 
foresee it. They talk about it now with great pride, but itis 
characteristic of what is happening and what may happen in any 
part of the country. ‘There are so many factors to be taken into 
consideration. The land increase idea is a real contribution, 

Mr. Herring, to this meeting. 


MR. RAMSAY: One of the principal reasons I did not talk at that 
point was that I wanted to hear Mr. Carmody make that statement. 

I did not think I could phrase it as he could or answer it as he 
has. I should like to endorse him. That has been the attitude 
of the companies in the past and I think very largely in the 
present, in regard to taking risks. In my reading of the history 
of power companies, the taking of risks has always been minimized. 
As Mr. Herring and the engineers can tell you better, where there 
are big water power developments for example, the promoters or 
bankers often, if not always, wanted contracts signed before 
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they would pay out any money at all. It seems to me that in 

the merchandizing of electricity at retail, certainly in the 
rural electric field, you have always had this same sort of 
practice. The companies wanted their money, Or an assurance 

of it, beforehand. ‘The farmer had to pay for the line to serve 
him or he had to make a contribution toward it. He would have 
to agree to pay something--perhaps a very excessive minimum 
charge--or make some other Promise. J do think that accordingly 
--and this, of course, does have public relations importence-- 
there has been a disposition in this field to treat the business 
as a sure thing. 


It was not described that way to the public; the risks, 
of course, were given some emphasis, but actually they were as 
few as possible. In the rural field, they said to the farmer in 
effect, "Try and get it. You have either got to show us that we 
cannot lose on it, or you have got to make it impossible for us 
to lose. You have got to make a good case if you want that serv- 
ice." With that attitude, even though you make due allowance 
for some economic reasons for it, the movement will slow down. 

I am not passing on loans and certainly not defending undue 
risks, but I think there is a crying need for the new standards 
that some of you have talked about, and we shall probably have 
to evolve our own. From my Own observation, I have not seen any 
complete answer to this question, although I have been watching 
from the sidelines. I think we have got to make the utmost use 
of the data and experience we have. But we must also get some 
new standards, as Mr. Carmody has indicated. 


ADJOURNMENT 1:00 P.M. 
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Washington, D. C. 


Fepruary 3, 1937 


The third session of the Administrative General 
Staff Conference of the’ Rural Hlectrification Administration 
was called to order 9 a. n. Wednesday, February 3, 1937, dy 
the Honorable John M. Carmody, Deputy Administrator, Chair- 
man. 


THE CHAIRMAN; Yesterday we devoted the whole session to 
development. I believe if we stayed here for three months, 
we could continue to discuss it, because there are a great. 
many phases of it. 


We must get on with the program. I am going to ask 
Mr, Freeman if he will talk to us this morning on the subject 
of "Can Loan Contracts and Construction Contracts be Hxecuted 
by July 1 to Ovligate the Funds Available?" In other words, 
let us find out where our program stands, and what we need to 
do to accomplish the full program, If we cannot accomplish 
the full program, how much of it can we accomplish, and by 
what means and methods? 


MR. FREEMAN: I am not going to speak directly on this ques— 
tion. I am going to leave it to Mr. Nicholson and Mr. Herring 
to say whether we can or not. All I am Going to try to do 

is show you where we are, and show you what I think will 
have to be done in order to accomplish the program. This 
chart, which I have had prepared, shows where we stand at 

the present time. I am afraid it is too small for you to 

see just what the figures are, This scale is the scale of 
dollars (indicating chart). Each one of these represents 

5, 10, 15, 20, and so on up to the $65,000,000 which we are 
supposed to spend by the first of July or have under contract 
by the first of July, 


This dotted line below, $58,000,000 is the figure 
Which in the judgment of Mr. Fisher, Mr. Adams and some of 
the rest of you is the figure that we have set, which we 
think we can spend. That is because in some certain States 
we know that we are not going to be able to get rid of the 
amount of money which is allocated to those States. 
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This curve here (indicating chart) represents the 
total projects which are under examination at the present 
time, Those are the projects which have been developed by 
the Development Division, and, as you see, they are just a 
little bit over the $63,000,000 margin. 


THE CHAIRMAN: Mr. Freeman, will you tell the people where 
this chart starts and where it dips at that point? They 
cannot see it as well as I can. 


MR. FREEMAN; I did not finish telling about the chart. 
This scale down here (indicating) is a time scale in weeks, 
starting with last September, when we got our first allot- 
ments, 


This line here (indicating chart) represents the 
total projects which have been presented by the Development 
Division and which have reached a figure of approximately 
$63,000,000, a little bit over $63,000,000. | Our allotments 
as of February 1 have reached a figure of some $44,000,000. 


COLONEL BABCOCK: What is that date, Mz. Freeman? 


MR, FREEMAN: This date is as of January 29, This chart is 
approximately up to date. 


Our executed contracts have reached a figure of 
approximately $26,000,000. Our construction released has 
reached a figure of some twelve or thirteen million dollars 
and the amount advanced has reached a figure of a little 
less than $5,000,000. 

MR. FISHER: How much of that is out of this year's funds? 
MR. FREEMAN; I am not sure. I asked that question sometime 


last week, and I was told that the figure was approximately 


$4,250,000, $25,000 of it was advanced from this year's funds 


and the rest came out of old funds. Mr. Gilbert or 

Mr. Cockrill can correct me on that. 

MR, LAMBERTON: About $35,000. 

MR. FREEMAN; About $35,000. 

THE CHAIRMAN: Out of how much that is available this year? 
MR. FRSSMAN: Out of $43,000,000, if we completed our program, 


THE CHAIRMAN: $35,000 out of $43,000,000? 
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MR. FREEMAN: $35,000 out of $43,000,000. 

MR. HERRING: That is cash funds? 

MR. FREEMAN; That is cash funds. 

THE CHATRMAN: To whom? 

MR, FREEMAN: Advances for construction. 

THE CHAIRMAN: When did we start? 

MR. FREEMAN: July, 1936. 

THE CHAIRMAN: Last year? 

MR. FREEMAN: Yes, last July we started making allotments 

out of this year's funds as soon as money was available after 
oul sy 

THE CHAIRMAN: You mean, it takes seven months from the time 
that the allotment is made wntil the money is advanced to the 
borrower? 

MR. FREEMAN: That is right. I am sorry that this chart is 
not larger. Those of you who are familiar with my progress 
reports - - 

COLONEL BABCOCK: Can they go up here? 

MR. FREEMAN: Yes, sir. 

THe CHAIRMAN: Perhaps you should have a spotlight on it. 

MR. FREEMAN: This chart represents the steps which have been 
taken in performing the various phases. This is from exami- 
nation to allotment, and the next step is from allotment to 
loan contract submitted by us. The next steps are loan con- 
tract executed by the borrower, loan contract executed to re- 
lease of bids, release of bids to bid approval, and bid ap- 


proval to construction contract approval. 


This, of course, over here (indicating chart) repre- 
sents the construction. 


COLONEL BABCOCK: «re those all of the projects received for 
examination arranged in chronological order? ; 
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MR. FREEMAN: These are all the contracts in chronological 
order, 300. The average time that is taken from here until 
getting the projects into construction, is around forty-two 
weeks. 


COLONEL SASCOCK: Do those narrow vertical spacings repre- 
sent five weeks! time? 


THH CHAIRMAN: I have never seen this. I do not mow what _ 
it is intended to represent or intended to convey to us. I 
suspect that if we are going to go from the top chart, with 
which we are familiar, to this, there should be a litile 
clearer explanation of what this is. It is going to be aif- 
ficult enough for the people who cannot see these lines to 
understand it, but if they do not know what these lines 
represent and what projects are included, it will be still 
more difficult. When you say 300, I do not know whether 
that means projects whicn have not yet got to the Legal Divi- 
sion, or whether they are projects which have got to that 
stage and will go from there on to construction. 


: %In this colum here (indicating on chart) are 
which have been sent to examination. These are 
ich have gone to the Legal Division and have had 
| engineering examination, either in the Engineering Division 
) or in the Development Division, and then next have gone to 
Research and Statistics. 


THE CHAIRMAN: Have they been allotted? 
MR. FREEMAN; The black lines are those completed. That is, 
they have gone to allotment. The red lines are wncompleted 


as yet. 


i THE CHAIRMAN: Then you have in this line all the projects 
i] which have gone to allotment? 


Hl MR. FRHaMAN; All the projects which are under examination 
and have gone through examination. 


MR. O'CALLAGHAN: Mr. Freeman, would it not clear up this 

i thing if you said $44,000,000 had gone to allotment and 

4 projects amounting to $66,000,000 are under consideration, 

i leaving a difference of $22,000,000, which has not been al- 
| lotted or submitted? 


) MR, FREEMAN: That is right. That is shown here. In other 
words we have around $44,000,000 wnich received allotment. 
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MR. O' CALLAGHAN: That is right. 


MR. FREEMAN: What we have to do in order to complete our 
program, in order to complete this $58,000,000 -- I might 
say that that figure is subject to revision because it 
should be moved up ~~ will be pointed out. Certain States 
in which we thought that it was going to be impossible to 
get projects, are sending in projects. For instance, we 
thought that because of the very low economic rating which 
was given to Louisiana, that we would be unable to develop 
anything in Louisiana. As Mr. Falkenwald has told you, he 
did develop projects in Louisiana to the amount of something 
like $1,250,000, and yesterday all those projects went to 
allotment. 


THE CHAIRMAN: Give the proviso, 


MR. FREEMAN: Provided, after an economic study by Miss Liter, 
those projects are shown to be sound. 


The same thing is true in Arkansas where it seemed 
almost impossible, because of the very low economic rating 
which was given to Arkansas, that any projects would ‘be 
developed. I have not seen the projects, but I understand 
that Mr. Pyles has developed projects out in Arkansas which 
may go through. 


In order to meet our program, using this chart, 
Colonel Babcock and I tried to reach what we thought, upon 
the examination of these projects, could be considered as 
the normal time to put projects through. We felt that five 
weeks for examination was ample time in the examination. 
We felt that a matter of seven or eight weeks here for the 
preparation and submission of the loan contract was a reason~ 
able time to allow. 


MR. HERRING: What was that? 


MR. FREEMAN: Seven or eight weeks. I cannot tell exactly 
what those here regard as a reasonable time to allow. We 

felt that three weeks was ample time to get the contract 

back from the borrower and to have it executed by the Adminis. 
trator. We felt that a matter of seven weeks was sufficient 
to have release of bids and get the bids in; a matter of five 
weeks -- I guess it is four weeks -- for the approval of bids, 
or, rather, I guess three weeks for the approval of the bids,” 
and that two weeks was ample time for getting out the construc+ 
tion contract and getting the construction contract signed. 
That makes a total of approximately twenty-five weeks. 
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THE CHAIRMAN: What was the last peribd for getting se con- 
tract approved? 


MR. FREEMAN: Two weeks, with approximately twenty-five or 
twenty-six weeks, was ample time for getting a project into 
construction from the time that the project came in wtil 
the construction contract was released. 


Working on that basis, I worked out this program 
which must be accomplished. I should just like to explain 
one thing further. ; 


You see, in most cases there are two lines reach-— 
ing from each one of these, This lower line shows where we 
will hit on July 1, if we go on at the same rate at which we 
are going. ‘The upper line is what must be done if we are 
to accomplish our program, that is, get the construction and’ 
get the $58,000,000 released by July 1. 


MR. NICHOLSON: Why do you say that has to be done? 


MR. FREEMAN: I say, if we are to get construction released 
43 0f July. 


MR. NICHOLSON: That does not have to be done. ‘The contracts 
have to be executed but the construction contracts do not. 


MR. FREEMAN: If you do not want to carry your program over 
into the next year from this ‘year, why, you want to have your 
construction, contracts signed by the first of July, do you 
not? 


MR. NICHOLSON: ‘That is true, but I was referring to what we 
have to do. 


MR. FREEMAN: What I was considering in this thing, and as I 
understand it, there will be certain loan contracts and con- 
struction contracts signed, and if we want to meet our program, 


.so0 that we do not have to carry over into next year beyond 


July of this year, of course it means that we shall have to 
get construction contracts signed for that amount of money. 


Then, in order to meet that program, that means | 
that to get the $58,000,000 used up, we will have to make al- 
lotments in the next two weeks of approximately $6,500,000. 
Now, whether that can be done or not, I do not know. 


MR. FISHER: Is that what has been recommended? 
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MR. FREEMAN: That much has not been recommended as yet by .the 
Development Division. Yesterday they put through, as I said, 
about $1,250,000. ‘There is probably $2,000,000 more on my 

de sk. 


MR. FISHER: We can get it, I am sure. 


MR. FREEMAN: Yes, I am satisfied that so far as the Develop-~ 
ment Division is concerned, and so far as allotments are con 
cerned, that the meeting of this program at this point is 
possible, provided we can get the allotments through, 


Now, when we come to executed contracts, it means, 
if you will figure back from this, that there are about 
twenty weeks in here which we have allowed for getting the 
contract executed. That means, then, that by the first of 
April we shall have to have executed contracts to meet this 
amount. That means that we shall have to execute contracts 
at the rate of about $3,000,000 a week to get executed con 
tracts of $58,000,900 at this point (indicating on chart). 
We shall have to release construction at the rate of about 
$2,000,000 a week in order to have construction released 
to get out the total $58,000,000 as of July 1 of this year. 


Now, what we can do, as far as advancing money 
is concerned, I do not know As you can see here, if we 
continue at the rate at which we have been going for the 
past three or four months, what we shall have in released 
money as of July 1, will be somewhere around seven and one 
half to eight million dollars. What we shall have in con- 
struction contracts released will be approximately 
$20,000,000, What we shall have in executed contracts will 
be about $38,000,000, Whether we can raise this or at what 
point we shall hit, I cannot say. All I can indicate is 
what has to be done, and if we go on at our present rate, 
where we shall come out. 


THE CHAIRMAN: The Administrator is not sitting back there, 
is he? He told me last night that he was coming here this 
morning at the opening of the session. I was going to ask 
him what our objective is. I had not thought to ask him. 
Maybe somebody knows what our objective is at the end of 
this year. 


MR. FREEMAN: I suppose our objective is to get rid of this 
$65, 000, 000. 


THE CHAIRMAN: Mr. Nicholson said we did not have to do it, 
What is our objective? Does anybody know? 
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MR. NICHOLSON: I said we did not have to sign the construc- 
tion contracts this year. Neither do we have to advance all 
the money or assure completion this year. If the Government 
makes the commitment this year, we can disburse the money 
next yeare We have $50,000,000 which we can commit. 


THE CHAIRMAN: Mr. Ramsay, you have been telling the public 
what we are doing and what we are going to do. What did . 
you tell them? JI have been too busy to-read the papers, 

but a lot of people read them. People out in the country 

can tell us our objectives better than we know them ourselves, 
maybe, because of the way in which you fellows inform them. 
What do you tell them? 


MR. RAMSAY: I do not want to imply that we have stated the 
answer precisely to the question which is being brought up 
here, because perhaps we have not. But the clear import of 
everything that has ever been written, I think, since RHA . 
was created, and everything that Mr. Cooke.has said and writ-— 
ten, has been that we wanted all the electric service which 
we could get in the shortest possible time, and that the only 
limit on it would be the amount of money which was made avail 
able for the purpose, and our ability. to use it, using it, 

of course, just as soundly and wisely as could be. In other 
words, the implication, I think, of every statement of policy 
which has ever gone out is that we will take advantage to 

the full of all the money that Congress has made available 

to us, and that we can and will use it and will not make 
anybody wait whose need is within the resources of the organi- 
zations Can I elaborate on that, or does that cover the 
point. 


THE CHAIRMAN: It is a nice general statement. I was look 
ing for some figures. If our objective is to get rid of 
this money, then we have reached a certain stage in that 
objective, at a certain time, and we should figure out how 
fast we have to go, as Mr. Freeman apparently has done, from 
now on to the end of the period. But if that is impossible 
or if it is impractical, then we have got to modify it toa 
pace which we can maintain during that period and do it with 
the organization that can be set up under the budget. That 
seems to be a definite job. 


We are discussing, Mr. Administrator, our objective 
this years I asked if you were here a little while oY ag I 
was afraid you had sat down in the back of the room and were 
fooling us a little bit. 


We shall not ask this question of you now, because 
we want to go ahead with the discussion. 
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MR. COOKE: I promised to be here at nine O'clock, “put T was 
obliged to dictate a few important letters. first. 


THE CHAIRMAN: I was a little late myself. 
MR. COOKE: JI shall be here for some time. 


THE CHAIRMAN: What we are trying to do, Mr. Administrator, 
is to find out what our objective is for this year, "Untr. 
July 1. When we have determined that, we shall know at 
what rate we must go in the various divisions to achieve 
that objective. Spending our whole allowance, based on our 
present position, looks to me impractical ~~ I won't say 
impossible, but impractical. 


Now, how seriously are we committed to the objec 
tive, and how much must we modify it, without convicting 
ourselves of having promised too much. What is reasonable 
to do, and what steps are in order to fulfill at least the 
general opinion that people had of our ability to equip and 
to serve them. That is really the problem as I see it. 


This chart here shows total project allotments 
made, executed loan contracts, construction released and the 
amount advanced. 


Now, there can be used the old money and the new 
money. We are at this stage about February 1. We have aD 
parently got almost enough projects now at this stage, or 
we have got enough, to warrant our feeling that there will 
be no difficulty in getting projects, if they will stand up. 


Allotments are at this stage, which must go almost 
on this straight dotted line. ‘This makes it possible to dis- 
burse the money by July 1. 


Executed contracts must not go0 on this line that 
represents a year's work (indicating chart) but on this line 
almost straight up. 


Construction contracts released must go from this 
position (indicating) almost on its back, to almost a verti- 
cal position. 


Amount advanced does not quite follow the construc-— 
tion release anticipated line or projected line. 
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So that is where we are. Of this amount advanced 
here, only $35,000 of it is from this year's money. The 
rest is from last year's money. 


But the problem is, how can we do it, and we dis- 
cuss it here, because the people who are in the field ought 
to know what they can promise. If they are over-promising 
they are putting us in a deeper hole all the time. .If they 
under-promise and lose the projects, we ought to know it. 


COLONEL BABCOCK: Was it determined that these were executed 
contracts by June 30, 1937 or construction releases? That 
will make a difference on that remaining. 


THE CHAIRMAN: Mr. Freeman will have to explain that. I do 
not know the details of this chart. 


COLONEL BABCOCK: That is set up for construction contracts, 
signed oy June 30. If these are to be loan contracts execyted 
by June 30, which Mr. Nicholson said is the objective,. 

then it changes the graphic lines which are shown there. 


THE CHATHMAN: It depends on whether you want.to spend the 
money this year or whether you want to say to people: "We. 
are prepared to obtain it for contracts, and if you spend 
it in two years, it is satisfactory." 


MR. FRENMAN: The whole point is whether we want to carry part 
of our program into next year, Colonel Babcock. In other 
words, if we do not execute these construction contracts by 
the first of July, it means carrying part of our program for 
this year into next year. 


THE CHAIFMAN: That may be unavoidable. 


MR. NICHOLSON: It is obvious that a good part of the program 
has to be carried over to next year. That is not an open 
question. 


THE CHAIRMAN: Wait a minute. It is not obvious at all. If 
you are going to complete a program in ten years, the question 
is what do you call "complete"? Have you completed it when 
you have contracted to lend your money or when you have spent 
your money and got your construction crews off the job? If 
that were the case, some divisions might be through one year 
ahead of the construction crews. In other words, you do not 
carry your whole program through ten years or one year, for 
that matter. At least, I see that division. 
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On the other hand,.if the objective is to obligate 
our money by the end of the year, July 1,,0f course it may 
be that these other divisions will work for eleven years 
and some for twelve years. I am speaking of the practice, 
assuming that there will be no change in it. I did Hoe. 
know whether the practice, as set up, meant that it would 
be finished in ten years and washed. up,. if nobody else con 
tinued it, or whether part of the Organization would be 
through in ten years and part of it in eleven or twelve. 

Do you see the distinction? 


MRe NICHOLSON: Some time in the ten-year period’ we shall 
reach what I call the plateau of our Operation, in. which the 
projects going out of construction just about balance the 
projects coming into construction. Even when that happens, 
of course, in the tenth year unless we allot the whole 
$40,000,000 in the first couple of months, completion of 
construction will have to carry over into the eleventh Veare 
That has been true of most spending agencies, the RFC being 
perhaps the most conspicuous example, Facing our present 
situation, we have not reached that plateau yet, since the 
projects going out of construction are nowhere equal to the 
projects emerging into the active stage. So, even if we 
sign construction contracts for the whole $50, 000, 000, by 
the end of this year, a considerable portion of this year's 
program would have to be taken care of next year. The funds 
would have to be disbursed and many sections of our organi-~ 
zation would have to be very active. Our Auditing Section 
comes into its greatest activity at the time that the funds 
are being disbursed. 


Now, so far as utilizing the money which is avail~ 
able to us and not losing it, the only thing which is neces— 
sary is to sign loan agreements and to commit the Government 
prior to July l. After that time we can do next year with 
this year's funds as we are doing this year with last year's 
funds. We have five months in which to commit the balance 
of the $50,000,000 for this year. That means about what -in 
allotments? About $20,000,000 of additional allotments, 
does it not? 


MR. FREEMAN: It means better than that. 
THS CHAIRMAN: How much? 


MR. FREEMAN: As of February 1 we had $44,000, 000. 


oF 


MR, NICHOLSON: There are about $30,000,000 of allotments 
already made this year, thus leaving $20,000,000 for addi- 
tional allotments. We have already sent out about 
$91,000,000 of loan contracts under the 1936 Act, and 
$15,000,000 or a little less under the old Act. Assuming 
that the additional allotments are made, and assuming that 
we commit the entire $50,000,000 by the end of this year, 

it means about $29,000,000 of loan contracts must be exe- 
cuted by the Administrator between now and the first of July. 
That is at the rate of a little less than $6,000,000 a 
month, Last month we sent out thirty-three contracts total- 
ing over $6,000,000, ‘That represented a pace which we may 
not be able to keep up. I do not know. It represented 

more pressure upon the Legal Division than normally ought 

to exist in a healthy organization. 


There are some unknown factors. It depends a good 
deal upon what hanpens at the borrower's end. We cannot 
control the situation completely. If we had perhaps twice 
the number of attorneys, so that we could send out an attor-— 
ney to do all the work for the borrower -- we already do 
about three-quarters or two-thirds of the work —- if we had 
enough engineers to send our engineers to the borrowers to 
do all their engineering work, so that this program would 
in effect would be a Government prozram, IJ’ suppose we could 
do it in half the time that it actually takes. The fact is 
that we do not have an organization of that size, and we 
should not have. go that we just have to do the best we can 
with the get-up which we have. . 


I think it is possible, quite possible, to sign 
up by the end of this year the bulk of the money that we 
have available. That means that next year, when we begin 
a new year's program, we shall still have a very large carry- 
over of work from this year. This carry over will include: 
the signing of construction contracts; following through 
with the construction of projects; all the work which is 
necessary here in connection with the disbursing of funds; 
and all the work which we have to do in connection with the 
auditing of the borrowers! accounts. 


It is my opinion that some time in the next fiscal 
year our program ought to reach this plateau about which I 
spoke, in which the projects going into construction just 
about equal the projects that are coming out of construc-— 
tion and havé been completed. My guess would be that it 
will be reached about the latter part of next fiscal year. 
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MR, RAMSAY: May I answor furthor the question which you 
askod? 


THE CHAIRMAN: Mr, Ransay. 


MR, RAMSAY: I confess my statomont will be general, but you 
are all aware that almost all the statements in public rela 
tions tend a little towards the general side. There are 
reasons for it, some of them quite good reasons, 


In the first place, what we have seid about this 
program from the beginning to today, we did not talk about 
lir, Freeman's charts, because charts are enough of a head 
acne within the organization. without asking the farmer to 
take them on. We have tried to put everything into English 
and, as far as we could, English which the farmer could 
understand. 


It is, of course, true, as you implied a while 
ago, that there must be a relation between what we promise 
and what we do. And there must bea very close relation, 
I think, between what is put out by the Information Sec- 
tion and, of course, in another way, by the Development 
Division, as well, in the way of responses as to what we 
will do or hope to do, and our performance thereafter. 


Broadly speaking, on the information side, and 
through our other branches, we have not told the farmer that 
we are going to give him allotments or loan contracts. We 
have told him we are going to give him electric service, and 
it is only in those terms that we can reach any sort of under- 
standing with the farmer as to vhether we make good. If he 
gets the electric service, we are in the clear on our prom- 
ises, and if not, we are not in the clear. What will count 
before very long is how many lines we have got up and how 
much electricity the farmer is getting over those lines and 
using, 


I might add, that while we do not deal with charts 
and usually do not come down to specific figures, because 
this is difficult to do and not always workable, the implica- 
tion of the statements all through has been that we would 
Sive them the strict performance that is represented by 
those lines of Ward Freeman's, which go almost straight un. 


THE CHAIRMAN: I must confess to some confusion, because I 
do not know the objective. I did not know whether there was 
a definite objective, or whether there was a general objec- 
tive of giving electrification. 
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The Administrator knows from his long experience 
in competitive industry that I am likely to approach this 
analysis from the point of view of scheduling production in 
competitive fields. For instance, if this were a competitive 
automobile business, Mr. Administrator, say General Motors, 
and we were planning to have our cars on the showroom floor 
sn November and in the dealers! stocks by the first of 
January, we would make our arrangements accordingly. How 
many cars can we sell? What models? When shall we deliver 
them to the dealer, and from that, back to the designer. Now, 
the designing department, in order to allow us to deliver 
cars on the dealers! floor on Jamuary 1 must have started. 
their job much earlier, They must have all of their designs 
ready by -- let us say ——- August. The tool and die makers 
must be through with all of their work by September 15, and 
so on with other preparatory departments. All the orders for 
steel must be placed by September JO, scheduled definitely 
at so many tons per month, ver week and per day. All this 
mast be done so that finished cars can be placed on the 
dealers! floor by Jamuary 1. It is not enough that the 
purchasing agent says on January 1: "ZT have ordered all 
the steel which you are going to need." 


Maybe we are not running that kind of business. 
Maybe it is a wholly different business. Maybe our programs 
can lag one year or two years, that is, some parts of it, 
and if it can, we ought to consider it and I ought to stop 
worrying. Everybody else ought to stop worrying about gZet- 
ting the program finished in a certain time when we allow 
ourselves one and a half years extra and still retain the 
confidence of the public that is waiting for the service. 


Here is another simile which comes to me: 


If the pressing department in the steel plant gets 
stuck pressing bodies and the stuff piles up and another 
department is waiting and then they dump a whole load -~ 
three weeks? production —- on the next department, they 
cannot digest it. That means that each.of our divisions 
mast mow in advance about how fast and in vhat volume work 
will be released to it from the others. 


Let us sce vhat is represented and what these men 
can promise. Maybe they must stop promising for the rest of 
the year, and maybe they must say that only the contracts 
yhich are sigmed will get into production by the first of 
July. If that is thetcase,* letius tell the right people so 
that they will not be bringing pressure to do the impossible. 
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Mr. Herring, you have had a lot of experience and 
you have seen this situation. What should we do about those 
straight lines? What is the reasonable, practical thing to 
do to level them off? ; 


MR, HERRING: It seems to me, if we plan so that the executed 
loan agreements come in between now. and the SO0th of June, 
that all we need to proceed. with are the construction con- 
tracts, It is the problem of the Government to furnish the 
money. The details of furnishing that money can be worked 
out after the first of July. So that as you flatten the 
green line, the second line, out to the first of July, you 
also flatten the other one, ; 


THE CHAIRMAN: Yes, sir. 


MR, HERRING: The period in between would de practically 
parallel, if it were flattened in that way, That gives a 
better opportunity, unquestionably, to get through the 
amount which we want. As I say, our objective for this 
year is,to get signed contracts to a total of $50,000,000, 
subject to the restrictions in the bill. 


TIE CHAIRMAN: Yes, sir. 


MR, HERRING: As you know, there is an allocation or dispo- 
sition of the money. 


THE CHAIRMAN: Yes, sir. 


MR, HERRING: We probably cannot reach that entire $50,000,000, 
but it looks better now than it did four or five months ALO» 
I mean, we can get closer to it. Perhaps it will be within 
four, five, six or seven million dollars, or some place along 
in there, That, as I say, was our objective this ‘year. Our 
carry-over was about $15,000,000 from the 1935 Act, thus 
totaling something on the order of sixty-two or sixty-three 
million dollars, With loan agreements at the present time 
somewhere about $25,000,000, it should not bea particularly 
difficult job, from what I understand we have in the way of 
projects in the allotment stage, to fo ahead and get the 
entire amount. 


Now, let me go back a minute. Mr. Freeman's 
figures, as.he had them set up, showed a total: of twenty 
elignt weeks, which is seven months, from the time that the 
project is started until we get into construction. That to 
me is just entirely unreasonable, 
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THE CHAIRMAN: Where did you get that fig mre, Mr. Freeman? 
What is that figure? I had not heard of that figure. 


MR, FREEMAN: I worked that out with Colonel Babcock, and 
Mr, Herring. Originally on the program charts we had one 
line at the bottom showing the time in which you thought 
the project could go through, which, as I remember, was : 
approximately nine weeks. Obviously, that time was too 
short. But what Colonel Babcock and I did in setting this 
up and in trying to arrive at a conclusion was to see what 
we thought was a middle line. 


THE CHAIRMAN: First of all, cid you find out what has actu- 
ally happened throughout the program? 


MR, FREEMAN: Yes, i 
i 
7 
7 


THE CHAIRMAN: What did it boil down to? How close does it 
get, on the average. What is the average time? 


MR, FREEMAN: The average time is around forty-two weeks. 


gy ee EP, eee 


THE CHAIRMAN: That is the figure to which Mr. Herring is 
referring. in ge 


siete > 


MR, HERRING: Let me ask this, in your first or second 
coluwm did you take projects prior to October 1, which we 
started with and played along with for weeks and weeks? 
MR, FREEMAN: Yes, sir. 

MR, HERRING: That should be thrown out, that factor. 


TH CHAIRMAN: That is right. Let us discard this from our 
consideration. 


MR, HERRING: Absolutely. 

THE CHAIRMAN: So that you arrived at twenty-seven weeks? 
MR, FREEMAN: No, forty-two weeks is the average time. 

THE CHAIRMAN: I am saying, havins discarded that and having 
zot beyond the experimental stage more or less and got down 
to a working basis, you arrived at twenty-seven weeks, Is 


that what I understand you arrived at? 


MR, FREEMAN: We arrived at that figure by taking all. these 
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projects into.consideration. You see these black lines which 
are the completed projects? (referring to chart). 


TEE CHAIRMAN: Yes, sir. 
MR, HERRING: That is as far as allotment is concerned? 


MR, FREEMAN: That is as far as allotment is concerned. 
There are five of them which come within a period of less 
than five weeks, 


THE CHAIRMAN: What do the red lines mean? 


MR, FREEMAN: The red lines mean those projects which are 
not completed as yet. Even taking five weeks, ‘it'is not an 
average for all the black lines. If we took an avorage it 
would come out somewhere in here, (Indicating on chart.) 
So that we considered the time in which we thought it might 
be accomplished, a fair time. 


THE CHAIRMAN: Is that clear? 


MR, HERRING: That is clear, but I still Gisagree and say 
that it is too much time. When you talk about twenty-eight 
-weeks, it is too much time. Five weeks for development, 
seven weeks in the next step and three weeks for a contract 
to be returned from the borrow r, and seven weeks for pub- 
licity and release, and four weeks for’avproval of the bids. 


Certainly we can take the heart out of those 
figures, but if we do it somebody must stay on the job and 
eet. Lerthroven: 


I took two cases which we followed through very 
closely, We had close to the sixty-three days or nine-week 
period on them. We did get into a jam on one of them, for 
reasons entirely beyond our control, which I shall not take 
up. But we were ready to start construction in the time 
which we estimated. The other one could have been cleaned 
up had we not had this particular thing arise in the sixty~ 
three day period. 


I think in a lot of. cases we can clean up projects 
in much less than the twenty-eight week period. If we are 
dragging along, something should be done to remedy the situ- 


ation. 


There is just one other comment which I want to 
make, and that is on the amount of money advanced -~ the 
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cash paid out. To a certain extent, that is, the Washington 
Office, has no control over that money in regard to pushing 
it along. After the first advance, we can advance funds 
only on requisitions which show that the material is in 
place. We do not advance money for material delivered. If 
we did that, it would make a tremendous difference. 


THE CH IRMAN: Wao advances that material? 
MR. HERRING: The contractor. 


THE CHAIRMAN: About how much financing is being done by 
contractors, do you suppose? 


MR, HERRING: It is pretty hard to guess. The figure would 
be somewhere between five or six million dollars. 


THE CHAIRMAN: Do many of them have difficulty in putting up 
the $500,000 bond? | 


MR, HERRING: The contractor and the manufacturer that is 
going to furnish the material to the contractor get together 
on a thirty or sixty-day payment. That means, of course, 
that the actual amount of money advanced is always going to 
lag behind, but if we get into more construction, of course 
those amounts will increase and I think the percentage of . 
cash advanced will begin to pick up. It will begin to grow 
larger rather than remain about what it is now. 


. 


There are now approximately thirty or thirty-five 
percent of the contracts released, but I think that figure 
will ungucstionably pick up as we get into construction. | 
This follows, without any chance for criticism, ft thanks 
that when a contractor takes a job, he wants to get the 
job through just as quickly as he can. The quicker he 
completes it, the more money he makes out oftitweedt He if 
delayed for any reason, his overhead continues, or if he 
has spent a month or two more on the job than he should . 
have, his profit is materially curtailed. . 


eS ee 


~~ 


I think on all contracts, it would be better, Lz 
we can in our owm minds definitely conclude that they are 
going to be pushed just as hard as possible, In other 
words, the contractors want their money just as fast as 
they .can get it. 


THE CHAIRMAN: I committed you to something yesterday. I 
said this: There are two kinds of delays, one the delay 
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resulting from the borrowers! inability to meet the demands 
immediately, easements or something, and then there are 
certain kinds of delays inside the house. I said that one 
kind of delay that we could eliminate immediately is this: 
If anybody, no matter who it is, gets a project or any 
phase of it to work on and is doubtful about what to do, he 
Should not delay the matter but take it to his chief. Ir 
respective of how busy the Administrator is, I have never 
known the time when he would not stop to give an answer to 
a doubtful or controversial question. ‘That may mean a lot 
of work, but that is one kind of delay which should be 
eliminated, 


All of us at times get hold of something we do not 
know what to do with. It gets laid away; it gets buried and 
two weeks later we ask what to do about it — it has been 
delayed! If anybody has anything that he does not know 
waat to do with, he is causing an unnecessary delay. Is that 
committing you to too much? 

MR, COOKE: I am glad to be committed. I have to depart 

soon, but I want to say this: ‘That I think this has been 

one of the most inspiring meetings of Government employees 

which I have ever attended. I see the purpose of it and I 

think I see where we are getting. Somebody told me a story 

the other day about one of the boys in aC. C. C. Camp who asked 
the cook how to make hash and he said, "You don't make hash; 

you just accumulate it." 


There are a lot of Departments in Washington which 
have been accumulated, In this organization we have made the 
effort right from the start never to make an addition to it 
that we did not have a logical reason for and, furthermore, 
right from the start we have tried to make the moves that 
led up to these charts and led up to this understanding of 
our problem. 


Now, I thank God and I thank you for the fact that 
you are not bringing this stuff together as —- what do the 
psychologists call it? -- a defensive measure. You are not 
bringing it together in order to prove that you are pretty 
good and that what is wrong is beyond your control, but you 
are bringing it together so that the problem, in its various 
parts will stand out, so that each of us —- and of course 
I include myself in it -- can get our own lesson from it 
and buck up and decide that we are going to do better, and 
that what is removable in the way of delays and obstacles 
is going to be removed. 
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Now, I have very little patience myself with people 
that do not come along ~~ and I tnink I am looking at one of 
the men who said the other day, "I am 100 percent opposed to 
a certain thing," or I think he said, "I am against it<in: 
toto." You really cannot be against a thing "in toto". I 
feel the same about people who come along and say that our 

rganization ig -- I shall not use the term because there 
are ladies present -- but who feels that we are pretty punk. 

I do not think that we are pretty punk. I think we are pretty 
gooc.. I'am not saying that to sell ourselves to ourselves. 1 
am simply trying to face facts. 


As I look around this room and see different people, 
some of whom I know better than others ~- unfortunately, be- 
cauge I should like to know all as intimately as I know some -- 
I do not gee people who are running away from their jobs. I 
see people who are up to the limit of their ability trying to 
make a success of RHA. 


We have got to get the general staff idea into our 
organization. In the old days the Government departments 
just accumulated, There were bullkheads between tue different 
sections and they acted independently. I have been reading 
something sent me by Secretary Root within the last couple 
of weels, in waich he told the story of how he took the army 

fter the Snanish War and created the general staff. Before 
that the infantry went its own way; the cavalry went its own 
way; they had uniforms, horses and all that stuff, but Root 
brought them together and created a single organization out 
of them. I believe that we have in our little organization 
the beginnings of a general staff. We have right around my 
office the heads of the divisions. Fortunately we have 
Colonel Babcock and ir. Freeman now specializing on this 
phase of our work, and I think that we are going to have to 
do a bit more general staff organizing. There is no use 
talking about it. If you are just going to generalize about 
it, but if you can put your finger right on a job and per- 
haps have one or two individuals in the organization who 
live with it, we shall be able to tone up the organization 
and get cannes ae 


I am wholly with you in trying to map out a pro- 
gram which we can follow and then do it. 


Tim ow N: That is what we want. 


MR. COOKS: It has been a little difficult and perhaps we 
have been a little slow in getting at it, but if we have 
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not got the talent here to do it, it cannot. be done. I do 
not lmow whether you all realize it but we have more manag- 
ing talent in an organization which numbers a little over 
four hundred than any industrial organization in the United 
States could not only afford to have but could have. ‘There 
are more people in this organization today that lmow the 
best that is kmown and thought about organization. They 
would not dream as a group of going to work for anybody in 
tue United States in a private concern, but they are willing 
to work for this organization. So we must put our heads 
together and come to deal with the matter more in the idea 
of a general staff -- not looking woon this as an attack 
upon anybody. 


Toh CHATRUAN: «No, it is not. 

uk. COOKE: Wot, on the other hand, looking at it as a defec- 
tive mechanism, proving that you are asking us to do some-— 
tring which’ cannot bé done. That is all. If any man in 

this organization sees me lying dowm on the promise which 
was just made, let me know. 

T= CHAIRMAN: Thank you very much. 


(Applause } 


Tha CHAIRMAN: Last night Mr. Cooke suggested that I ask 
this question this morning. How many people here have been 
on their feet with a question or suggestion? Raise your 
hends. 


(Whereupon there was a counting of hands) 


Tah CHATRWAN: About twelve. How many have not? Raise your 


(Whereupon there was a counting of hands) 
TE CHAIRMAN: Some of these people must express themselves. 


i. O'CALLAGHAN: May I address a few remarks to you on this 
subject? ; 


I am going to quote a few figures and show the 
status of our loan contract work, as we have it. 


We have Relief Act allotments of a total of about 


$15,000,000 and have loan contracts executed on all but 
about $950,000 of these allotments. 
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There. are about.six or seven projects on which we © 
have allotments under the Relief Act that are still to be 
worked on. Only two or three of those are really workable. 
There is Nebraska, Platte, which the PWA is holding up. — 
There is one in Iowa which is dead, or about dead, so far as 
I can gather. We-have in that category, that is Relief Act 
allotments, only three or four hundred thousand dollars 
worth of projects which are workable from the Legal Division's 
point. of view. 


Ve get into the REA Act of 1936, where we have had 
allocations aggregating about $29,500,000. On those alloca- 
tions we have got out loan contracts for about $21,000,000, 
leaving a little bit over $8,000,000, $8,421,000, as I 
figure it, in which loan contracts are in process. ;A number 
of those projects are not workable from our point of view. 
Some of them are dead and some of them are dormant, or we 
have to wait for certain things fromthe borrower, but it 
is reasonaple to assume that possibly about $6,000,000 of 
them are workable. Granting reasonable cooperation from the 
borrower we can get them out within the present. calendar 
month, if we can keep going like we did last month. But 
when those are gone, we come to a stop, Now, it seems to 
me that it would be very advisable, kmowing tne delays 
which come in, that we get projects, as soon as we possibly 
can, in order to start work on them. For instance, we 
have trouble getting lawyers in the local communities to 
work on the projects and that consumes time. We have to 
form a corporation always, except where power districts or 
private corporations are the borrowers -- in other words, 
ninety-five yercent of the time we have to form a corpora- 
tion. Sometimes we have to start advertising as a prerequis- 
ite to the formation of a borrowing corporation, which takes 
thirty days. All these ingredients consume time. 


It seems to me of the utmost importance that we 
get projects just as .early as we can. Even if we are cnarged 
with holding the thing up an extra month it would make things 
work out better; if we can get them a month or so ahead, so 
much the better. 


For instance, on the ones which we have, it is 
reasonable to assume that we shall be exhausted within pos- 
sibly one month or six weeks. ~ 


That is the only contribution I have. 


THE CHAIRWAN: Thank you, that is very good. 
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Of course, yesterday we spent the. whole day in 
discussing how difficult it was to get a project through at 
all, that is, the things wiich have to be proved to make it 
feasivle and justifiable, all of which takes a good deal of 
vine. 


It seems clear now, that thére must be in develop- 
ment certain projects which show every evidence of being able 
to go through. It may be that through a conference between 
the Legal Division and the development people, the Legal 
Division will be aware of certain things which are pretty 
sure to come through, and about when they will come through 
even though all the details of development are not worked 
out. I think the engineers and lawyers do that to a con- 
siderable extent, at least I am so informed. I do not think 
thet is done in the other divisions, but perhaps we can do 
it. Let us think about that and work on it in specific cases. 


WR. VALTERS: Mr. Chairman, I fail to make lir. O'Callaghan's 
figures jibe with the chart. I believe you show $9,000,000 
now allotted and not under contract? 


UR. O'CALLAGHAN: Yes, sir. 
ii. WALTERS: The chart shows $20,000,000. 


we NICHOLSON: The chart is based upon contracts exccuted by 
tue Administrator, and itr. O'Callaghan's figure is based on 
contracts completed by us. 


lik. FREEMAN: There are somewhat over $6,000,000 of contracts 
tnat are out and not executed. 


Tea CHAIRMAN: You surely cannot quarrel with that. 


iis WALTERS + How did our total projects talte such a sudden 
drop in December? 


WR. FREGIAN: We had been carrying along here (indicating on 
chart) a group of projects and decided to clean house. In 
other words, they were projects which the borrowers decided 

to drop. The Development Division had a lot of projects which 
they felt were unsatisfactory, which were not coming througa, 
and Mr. Fisher simply cleaned house and knocked out about six 
or seven million dollars worth of projects. 


iiR. WALTERS: Then we can assume that the projects left ought 
to be pretty good? 


LOG 


wR. FREEMAN! Yes, the projects left, the $63,009,000, are 
presumably all fairly sood projects. 


Tim CEATRUAM: As a matter of fact, disposing of this line of 
discussion, it may have made room for really good projects in 
certain places. 


MR. PYLES: I do not know whether this question is in orcer, 
put if this Giscussion is dealing witn the reasons for delay 
on getting the projects under contract, I believe it would 
be well put at this time. Tf had thought I was familiar with 
the required proceedings on a project after allotment but, 
from what I have found in the field, I apparently am not. 


On my recent return trip to Washington I stopped 
at one of the projects which was allotted eignt weeks ago; 
to see how the sponsors were »roceeding. I found that the 
satiple form of loan contract had not even been sent to vhe 
sponsor fro Washington advising them what had to be done 
to get the contract under way. 


THE CUATRUANs Name the contract. 


“wR, PYLUS: liissouri-Texas-18. I called the attorney for the 
project. He stated that not only had the contract failed to 
materialize, but that he had received a letter from lr. Clarix 
of the Legal Division advising hin not to proceed with the 
election of officers, by-laws, etc., or the obtaining of 
easements, ¢esign of plans and specifications, etc., until 
the sazmle loan contract had been sent from Washington, even 
though the cooperative had already obtained its charter and 
corporation papers. The attorney further stated that on 
none of the Missouri projects had he received the loan con- 
tracts sooner than three weeks after allotmont. 


Now, I should like to Imow wny it takes so long to 
get these loan contracts in the sponsors! hands, and yet we 
hear commlaints from the Legal Division that the attorneys 
for the projects are slow in performing taecir work. 


THR CHAIRMAN: That should bo taken up with the Legal Divi- 
sion. 


UR, O'CALLAGHAN: The loan contract went out last week, It 
had boon held up on the question of the sufficiency of tne 
amount of the allocation and the accuracy of the mileage 
figures supplicd to us. The organization of that corporetion 
was not prover, and we refused to gond the loan contract 


110 


te Oe SIVEG 


out until we had our local attormey down there correct the 
organization of the corporation. That is typical of the 
criticisms that we get. They will criticize us for their 
own deficiencies, and there certainly were deficiencies 
there on the borrower's part. 

I would suggest that the gentleman, whom I do not 
imow -- ; 


z= CEATRMAN: Mr. Pe ape 


WR. O' CALLAGHAN: If-he would call for the files and read 

t2em, I think we would be found to be all riszht on that 

VroIect. 

Tho CPATRMANS lir. Gilbert. 

Hee roles lL wert’ tO say two or three words in connection 
itn the progress of the work of R&A. 


I do not know the full basis on which the tables 
were made, and I have not made any tables myself, but I 
live with the progress of REA projects from the day the 
loan contract is signed wmtil the certificate of completion 
comes through. 


I know you can make up tables and figures and take 
averages, and they may or may not give you a true picture of 
toe situation.” -P think’ that in testing out whether or-not 
we are making progress, we ought to take the average time of 
the tznical project nad not the average time of all projects, 

including those where borrowers do not perform, or where 
sere is litigation or where there are unusual and frequent 
delarvre. 


How, without Stable, I think T-‘can’ tell you, ‘with 
fair accuracy, that from the day a loan contract is signed 
until a project goes into construction, - is not forty-two 
weeks or twenty-eight weeks or twelve weeks, but the average 

typical project goes into construction, as we are aow func- 
tioning, in about two months. 


Tha CHATRWAN: How many projects would you include in that 
we GILBERT: I would include at least eighty percent of all 
of them. 


MG CHAIRMAN: Theat would be what? 
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72, GILBERT: . That may sound strange to you, because you have 
heard a great deal about the great delays on the average proj- 
ect. 


tet us differentiate between projects. Let us talze 
a $500,000 project which goes into construction in two months, 
and then let us take a project of $6,000 or $10,000 that 
drags along for a year. Are you going to count those two 
projects as equal? Of course you are not. Over the last 
six weeks we have disbursed on a going business basis, put- 
ting out money at an average rate of $276,000 a week. That 
is nearly fifty percent of a $30,000,000 program. I do not 
think: thet that is bad. I think that is a pretty good show- 
ing. 

t do not Imow that we are rapidly becoming faster on 
all phases of the work with which I am fartiliar. I do mow 
that loan contracts are going out much quicker from the time 
of allotment than they used to. I do know that the Engi-~ 
neering Division is completing plans and specifications and 
construction contracts much more rapidly than they used to. 


If the increase in production continues at the 
rate that it has been going in the last two months, in my 
humble opinion we shall be on this plateau about which 
ir. Nicholson speaks by the middle of the sumer. That is 
my Inuable opinion. . 


THE CHALRUAN: Thank you. ‘That is very encouraging. 


LR. LAKE: I just want to say something on that because maybe 
I have not been reading REA right. 


Let us take a typical project. I happen to be one 
of the first men here in the Industrial Hast to get into 
Massachusetts, Pennsylvania, North Carolina, Georgia, Virginia 
and Kentucly, and I should like to know what is the matter 
with lMassachusetts-3-Franklin, that was allocated last August. 
Nothing has been done on the matter that I know of. 


THE CHAIRMAN: We shall not go into all these, but I can 
answer that, so that no implications will remain. That went 
to bids. There were no bidders. That caused a considerable 
delay. ‘thy~- there were no bidders involved a lot of things. 
Here is an isolated project. The invitation to bid went 
out at a time when the weather was bad. A good many con- 

tractors informed mo, directly or indirectly that one reason 

that they did not bid was because it took so long to get 

money from us. We cannot charge all the delay to any one 
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MR, LAKE: JI am talking about all projects generally. We 
can pick out one at random -—- for instance, Crawford-4 
where the engineer got fired because he PCOMC SO Ges Galo 
year, and the farmers said they believed it. 


THE CHAIRMAN: The power company came in and built spite 
lines, trying to break it up, and it took months and months 
of negotiations to reach an agreement and to transfer some 
of the lines. It has taken months to work it out. That is 
one answer to it. 


MR. HERRING: It is all in the file, and you can get it by 
calling for the docket and reading it. 


THE CHAIRMAN: In many cases what Mr. Herring suggests is 
necessary, namely, for somebody to stay with it. I think if 
somebody had stayed with Crawford-4 right straight through 
and had had authority to make a decision, or get it from the 
Administrator without anybody's holding him back, many things 
could have been decided and it would have gone on and been 
DOLET. 


I think the same thing is true of Massachusetts-3. 
Even though bidders did not come in, a way could have been 
found, if somebody had devoted his whole time to it. 


In general we all realize now that these object 
lessons are wholesome and will suggest ways and means for 
preventing similar delays on other projects. That is the 
important thing, and if they do that, I think we shall all 
be satisfied. 


MR. COLLINS: In connection with Mr. O'Callaghan's suggestion 
that they would like to get information from the Development 
Division earlier, I should like to say for your information 
that Mr, Nicholson has talked to our. field men and given them 
instructions as to what they can do in helping the project 
sponsors select an attorney, and what the sponsors should do 
in corresponding with our Legal Division. 


At the present time, the Legal Division goes over 
the project for the initial opinion before the project re- 
Cceives allotment, thus the Legal Division is notified of 
the project's coming up. 


If there is any more information which we can give 
you or the Engineering Division, will you let us know? If 
we are not giving enough information, we shall be glad to 
do what we can, 
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MR. O'CALLAGHAN: I am sorry but I did not ask for informa- 
tion. I know you have twenty-three or twenty-four million 
dollars worth of projects under consideration. I asked that 
the allocations be speeded up and we get the projects 
earlier, at the expense of being charged with a longer time 
in working on them, so that we can begin to do actual loan 
contract work. 


ore tH ate: PPE aE STA Seave fo. cay) dit. Comtmar 
MR. COLLINS: Yes. 

MR. SWANSON: May I male one observations 

THE CHAIRMAN: Yes, sir. 


MR. SWANSON: There has been.one suggestion made which will 
be helpful, 1 think, all the way through. Up to about two 

or three weeks ago we in the Engineering Section had no ink- 
ling or idea as to where the Development Division was working 
or trying to develop projects. However, f believe through 
the good offices of Colonel Babcock we now have that in tne. 
chart which comes out through Mr. Freeman. : 


That will do this for us: If we notice that there 
are some projects in the Development Division which are being 
Considered, and we already have engineers working in that 
area, then in dealing and talking with these engineers we can 
talk business with them. sinaanieteeon oe 


THE CHAIRMAN: Do you mean one of our engineers? 


MR. SWANSON: No, the sponsor's engineer. He can put a volume 
through in a lot less time than two or three engineers can put 
through scattered projects. I think that will be helpful to 
za é 


THE CHAIRMAN: Mr. Johnston. 


MR. JOHNSTON: Partly in answer to Mr. Lake, you (Mr. Carmody) 
said that one of the troubles about Pennsylvania-4-Crawford 
was the sabotage by a private utility company. 


_ The Administrator said that North Carolina-3-Wilson 
was a blot on our escutcheon, I feel that Pennsylvania~4- 
Crawford is worse than a blot on our éscutcheon. I think it 
is, if not a typical project,.a project peculiarly fab of 
lessons for REA. You were right in saying a utility company 
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had sabotaged Pennsylvania-4-Crawford, and in attributing 
part of the delay in this project to that fact. This sabotage 
has been going on since May 1935, and the company which has 
been doing this is the Associated Gas and Electric, Howard 
Hobson's outfit. At the very time that Howard Hobson's 
outfit was sabotaging Pennsylvania-4-Crawford, REA was lend- 
ing money, or approving the loan of money, to Howard Hobson. 
We have continued to do that from the beginning up to now. 
REA has made six loans to the Hobson outfit, totaling some- 
thing over $800,000. So that all the time that this man was 
sabotaging RHA on the one side, on the other side REA was 
furnishing him with funds which increased his power to 
sabotage. 


I understand that you (Mr. Carmody) in a humorous 
way, asked Mr. Herring whether the $300,000 allotted to 
Virginia Public Service Company might have been used in part 
by Associated Gas and Electric in Pennsylvania to sabotage 
Bradford and other projects there. 


Mr. Deputy Administrator, may I say this —- 


THE CHAIRMAN: I think everybody knows how I feel about that 
Crawford project. I went up there myself to see it. As an 
organization we can take no pride in our handling of it, but 
we are talking now about the broad basis for our program, 
and let us not get too far into a discussion of particular 
individual relationships. j 


MR. JOHNSTON: Yes, sir, but may I just say this -- the 
matter of which I have spoken troubles some of us in REA 
who are committed very deeply, heart, soul and body, to the 
success of this enterprise. 


THE CHAIRMAN: JI had assumed, Mr. Johnston, that everybody 
here was committed heart and soul to the success of REA, It 
is obvious that four hundred of us cannot see the program 
in exactly the same light. Some see things one way and some 
another. 


Let us assume this, Mr. Johnston: No loan, no 
allocation is made to anybody without the Administrator's 
signature. I think that answers the question. Have we 
faith in the Administrator, or have we not, with respect to 
particular loans? 


Now,.ultimately we have to work out an understand- 
ing with that company. We have some agreements with them 
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with respect to the division of lines and territories in 
certain counties in Pennsylvania and as recently as two weeks 
ago representatives of that company came to RHA headquarters, 
met with our own development people, and this was the under- 
standing that we had and that we are still working under in 
counties where projects are developing: That in those 
particular counties, Indiana and Clearfield, to whatever 
citizens had petitioned the company for service, the company 
would reply that a project was being developed through co- 
operative enterprise with REA, and that if that project and 
the sponsors did not serve the customers within a reasonable 
time, the company would. Nothing more could be desired than 
that. The project sponsors said this satisfied them complete- 
ly. So let us start at that point. 


MR. FREEMAN: Mr. Herring suggested that we take this green 
line, this first green line here and move it over to here at 
this angle (indicating on chart) to the $58,000,000. 


I should like to point out what it will be neces~ 
sary to do if that is done. We still have, if we regard the 
whole $50,000,000 as available, some $30,000,000 to take out 
of that pot. If the size, the average size of the projects, 
remains the same, it will mean that between now and the first 
of July approximately 150 loan contracts will have to be 
executed to use up those funds. 


MR, O'CALLAGHAN: We have sent out $35,000,000. 


MR. FREEMAN: We have sent out $35,000,000. Approximately 
$14,000,000 of which is under the old Act. That leaves ap- 
proximately $21,000,000 worth of contracts under the new 
Act, and there are still 340,000,000 to go out under the 
new Act. 


MR. O'CALLAGHAN: $29,000,000. 


MR. FREEMAN: I want to point out that that means the produc 
tion of one contract a day, approximately, the getting out . 
and the execution of one contract a day, including Sundays, 
and I am wondering whether we can do that. 


THE CHAIRMAN: Let us wind this up reasonably quickly. 
Mr. Long, do you have a question to address to us on this. 
subject? 


MR. LONG: JI had noticed in the field and various places: 
that there has been much delay due to the fact that no 
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satisfactory wholesale rate could be secured from the various 
power producing companies, either private or municipal. I 
think that something should be done, however, and the fact 
that allotments have been made for generating plants in 
various places suggests a solution to that very problem. 

If we provided generating equipment which could be made 
available, that could be used to temporarily energize the 
lines, at least until the rates could be adjusted satisfac- 
torily, I believe that a condition could be brought about 
to speed up the completion of any particular project, how- 
ever small, as long as it is acceptable to RHA. 


THE CHAIRMAN: Let us take that discussion up when we get 
to rates, because there are power companies that do have 
these portable plants and the idea has been advanced to REA 
from several sources. 


Unless there is something else on this, let us go 
on to the next subject. I think we can leave it this way 
in general, that the men who are concerned with this program 
will arrive at a reasonable objective within the general plan, 
and then each of them for himself and all together will work 
out plans to achieve that objective during this fiscal year. 


We have come to your subject, Mr. Ramsay, "High 
Lights on Public Relations" and "Is Our Correspondence Too 
Technical?" I do not know whether that last one was intended 
to restrict you or inspire you, but you made a little speech 
awhile ago and I was afraid you would get up now and say 
you had made your speech. I hope you will not. 


MR, RAMSAY: I probably will be neither restricted nor in- 
spired3; I shall say what comes to mind. 


I think, however, that the correspondence can be 
passed over very quickly. There is always room for improve- 
ment in that as in everything else. I have seen a lot of 
letters that I thought could be made a little plainer to 
the farmer or maybe even to the project lawyer or engineer. 
But it is rather difficult to generalize about that -~ I mean, 
you cannot generalize about it too mich. I think there has 
been a vast improvement in that respect since we got started. 
At one time even the things that were proposed to go into 
pamphlets for general circulation were decidedly over the 
heads of the people at whom we were aiming. That was im- 
proved gradually, by consultation and agreement. It was 
not the achievement of any one branch, particularly the 
branch that sponsored the pamphlets. Everybody contributed 
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The other handle of this topic, which is big 
enough, I guess, to cover almost anything, is "High Lights 
in Public Relations." Actually, I do not intend to follow 
that topic very mach, either, because while there are high 
spots in public relations, I do not think the high spots 
are the important thing at all. The big thing and the vital 
thing about public relations is that it covers or Te inti. 
enced by and affected by just about everything that REA, or 
for that matter, any other organization does. 


Everybody slyiee to make the public eet ES or 
sometimes, unfortunately, to mar them. It is that phase of 
it that interests and concerns me most broadly. Anything 
that the engineers, the lawyers, the accounts or the 
utilization people or anybody else does influences public 
relations in a very definite way to the full extent that it 
involves any sort of contact with the public, whether with 
farmers, farm leaders, members of Congress, Senators, govern- 
ors -- well, the list is endless. But wherever we have any 
sort of contact with the public, no matter who makes it, 
we either make the public think a little better of us ora 
little worse of us, as the case may be. We build at one 
point and tear down at another without actually knowing where 
we are tearing down or building up. It is only when we take 
stock, if we have time to do that, that we find out whether 
we have built up more than we have torn dowm, or vice versa. 
Actually, it usually works both ways and works simultaneously. 


There are one or two horrible examples in this 
field which I hope I can cite without individualizing them 
any way, or even departmentalizing them. There was an 

nstance sometime ago where certain people who are not in 
tho Government at all, but who represented-an industry 
with which we have had and I] think should have friendly rela- 
tions -- in short, it was not a power company -- came in and 
wanted certain things passed upon by us. They got to one man 
and went round and round and round for a couple of months, 
getting nowhere at all. They were pretty desperate and ex- 
tremely sore. They came back: ‘They took it up in another 
way and were directed to a different man, who, incidentally, 
was in exactly the same division as the man with whom they 
had been dealing in the first instance. In three hours he 
gave them the answer and the answer was N'ves", As a result, 
they would have gone away hanpy had it not been for the two 
months time which had elapsed before when they were kept 
standing about and in effect were being "pushed around" re- 
peatedly. That probably hurt a good deal, and it is the 
sort of thing that we ought to use every effort. to prevent. 
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The best thing, I think, that could happen to the 
public relations of this organization is to have the various 
branches of REA, all of then, working in step -~ I will not 
Say all of the time, but as nearly all of the time as is 
humanly possible. It has been suggested to me a number of 
times that a certain policy or a certain proposed practice 
which one department favored or perhaps several departments 
favored, but which appeared to have a certain measure of 
opposition elsewhere, was going to be "simply great" for our 
public relations, | Quite possibly that was true. In one or 
two instances I feel’ sure it was tre However, if the 
practice had been instituted without all of ‘the departments 
having a part in it and being fully informed about it, and 
fully sympathetic with it, I think it would definitely have 
hurt us and would hurt us hereafter if it should be done, 


The trouble with that sort of practice, when not 
everybody agrees with it or fully understands it, is-that: 
we start somebody, some outsider, off on a given course 
with some member of the organization; then he comes: along 
a little later and encounters another branch and is quite 
likely just yanked up short and told "That is not the thing 
at all!" Then an attempt is made to start him off on some- 
thing else. I do not know anything more fatal to any sort 
of good public relations than to tell a man one thing one 
time and a little later tell hin that it is all wrong, that 
things should be done ‘another Waye 


The only way that such trouble can be avoided, 
of course, is to have the fullest understanding about new 
practices before théy are instituted, Hverybody, even if 
he does not agree with it at the outset, will then of course 
go along with it and give it his support, as is our practice 
here most of the time, If that is done, I do not think there 
will be any sore spots. It ig only when somebody is not 
informed or somebody gets out of step and when we begin 
telling two or maybe three different stories at the same 
time, or at intervals not very widely separated, that we 
begin to get ‘into trouble, 


THE CHAIRMAN: I do not want to orient your thinking or your 
expression at this point -- 


MR, RAMSAY: Iwas just thinking what to cut out here. 
THE CHAIRMAN: That is all right, but I sHould just like to 


ask you a question and maybe you can Clarify something which 
just occurred to me: That public relations is not getting 
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something in the newspapers, st is not going to an editor and 
telling him a story, but public relations apparently consists 
of all the relations that any member of a staff of this kind. 
might have with any outsider anywhere. Is that true? 


MR, RAMSAY: Exactly that. 
THE CHAIRMAN: Why do you not clarify that? 


I was in charge of public relations in a situation 
where I never had any publicity. There was none to be had. 
Ye were back in the mountains, The only contacts that they 
had were with us, officials of the company running from the. 
president down to the mine foreman. We had a very aifficult 
problem there all the time, but it was a problem of public 
relations that reached even into our relations to the miners’ 
children in the school, the schoal superintendents, and all 
the rest. We had no newspaper, we had nothing. We never 
thought of doing anything except talking to the people. Our 
job was to explain ourselves to them so clearly that they 
understood, or to understand their problem in such a way 
that we might modify our own conduct with relation to them. 
It had not occurred to me before that that was public rela- 
tions, and that that is what you are talking about here. I 
thought you were going to talk about how we are advertised 


to the world, but you have got it off on another base. 


Do you want to say a word about that a Little more 
clearly and definitely? I did not even Imow you were saying 
i4¢ until the very last moment, when you hesitated there. 

Are you saying now that you are interested in the opinion 
that people carry away with them after they have come to see 
our people in the office? 


MR, RAMSAY: I am saying exactly that, or will say it so far 
as you have note 


THE CHAIRMAN: Maybe you said it and I did not understand it. 


MR, RAMSAY: I am more accustomed to doing things in this 
field than to talking about them. 


‘The approach and the viewpoint that you suggest 
are of course the vital approach and the vital viewpoint. 
I realize that many people do think of public relations in 
terms of publicity. In the organization that Mr. Carmody 
mentioned, the complete absence of publicity would be 
something of a handicap, but by no means a disability. If 
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he had a good crew and they were full of spirit and in step 
with one another, knew how to tell their story and to see 

the other fellow's viewpoint, to explain a program and do 

all those things, in short, to keep on friendly terms with 

the people with whoin that organization had to deal, he had 

a successful organization and he had the most successful sort 
of public relations, no doubt, 


SHE CHAIRMAN: One of the best men in our Organization up 
there in the mountains, from a public relations point of 
view, could not read or write, Ee wags illiterate, but not 
unintelligent. He was a very intelligent man. He under- 
stood human nature and got along with people. He adapted 
himself to them and got them to adapt themselves to him 
when he thought that was the right thing to do. 


I see this public relations business in a new 
light. It is neither very technical nor very complex if 
we think of it assimple, day to day, human relations, 


WR. RAMSAY! It is there all the way throughs” I shallmot+ 
attempt a detailed exposition of it, but it starts with the 
case of people who come to see us, with whom we have contact 
face to face. It starts when they enter the front door, 
with the way they are received downstairs at Massachusetts 
Avenue or with the first person they meet at x streets! “If 
they are well received they start off with a friendly feel- 
ing that is helpful, especially if they are going to get bad 
news when they get upstairs. 


It follows all through, naturally and inevitably, 
into the Legal Division, the Engineering Division, the Devel- 
opment Division, and all Mr. Taylor's branches, if they have 
to go to Accounting or to Personnel or anywhere else, Russell 
Cook has probably had as much to do with shaping our public 
relations as any other one man in the organization in the 
way he has handled people who came hunting for jobs, because 
there he could have made friends or enemies, not only of the 
people who wanted the jobs, but of the Congressmen who wanted 
them to have the jobs, of their families back home, their 
friends, and probably some farmers that they happened to 
know. Probably some of them reported thereafter either that 
REA was a great thing or that it’was a frost and maybe a 
fraud. 


I think you get an aggravated manifestation of all 
this when you get people in and have repeated contacts with 
them over a long period, when they come in about projects 
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and actually succeed in getting started, then go on from one 
of our divisions to another division. There you get at once 
on dangerous ground from a public relations standpoint, be- 
cause one department necessarily will have a little different 
viewpoint from another, If one department is not extremely 
careful in handling people, it is very likely to accentuate 
the difference between its viewpoint and its practice and 
the viewpoint and practice of the department the fellow has 
just left. Pretty soon he gets the idea that we are all in 
disagreement among ourselves, and his next conclusion, if he 
is not well handled, is likely to be that we do not lmow 
what we are doing. I lmow that here and there we have en-- 
countered some people who did go away with that idea, If 
there are not too many of that kind, we will get by with it. 
If they became very numerous there would cease to be any 
worth while public relations at all, and then it would be 
time for us to go home, or somewhere else. 


There has been some reference here several times 
to bluntness, mostly in reference to one department. It 
probably is not altogether limited to one department, as a 
matter of fact, but I have been up against that for a good 
while, and I have one or two ideas about it. There is 
pluntness here and there is more bluntness than there ought 
to be, but there is also sometimes an attitude of mind that 
gets by or, you might say, even masquerades as bluntness, 
that is not really bluntness at all in any true sense. It 
igs rather a sort of conviction of rightness or of righteous~ 
ness and a determination to show the other fellow up as 
wrong, if it is thought that he is wrong; he is dealt with 
on that basis and in those terms, Then when that manner of 
dealing with him is challenged, the matter is laughed off 
by saying, "Well, of course, you :mow we are pretty blunt 
people and we try to say what we mean," That is hot a healthy 
condition of mind and it is very, very harmful. 


If I have not made that clear, I will state it 
another way: .Sometimes what is called bluntness is merely 
a way of saying a "No" which perhaps does not have to be 
said at all, Or if it needs to be said, it could be said 
a little differently. Sometimes it is a means of saying in 
effect to the other fellow, “Try and get it" when you should _ 
say to him, "I think we understand better now what you want, 
You did not go about it in precisely the right way, but we 
get your point now and we shall try to do it for you." The 
blunt "No", part of the time and the "Try and get it", at 
any time, are entirely out of order. Their effect upon the 
organization is ruinous. If they are not avoided at least 
most of the time we shall get nowhere at all, 
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I an talking frankly about the things that bother 
me and not about the things that often male me feel pretty 
good. I think it is more important that we do that right 
now. 


With regard to the question of progress with this 
progran, I am interested in that only broadly, only insofar as 
it affects public relations, but it does affect them more than 
any other one thing, and therefore it is an important question. 


_ In dealing with people outside as in dealing with 
people inside, when our progress, lack of progress, or slow 
progress is brought sharply to our attention, some of us 
resort at once to a defensive attitude. Defense can easily 
be overdone. Actually the thing we should do is to find the 
means to correct the condition. Moreover, the defense after 
awhile ceases to have any good effect. You cannot spend a 
lifetime making alibis to people. If the thing that you 
have promised them is feasible at all, if it can be done, 
you have to do it, and stop telling them why you cannot. 


I am reminded of a little jingle which some of you 
who are old enough may have once known, about the fellow who 
was extremely correct in all of his positions, but neverthe- 
less came to a sad ends The jingle runs like this: 


"Here lies the body of Jonathan Hay, 
Who died maintaining his right of way, 
He was right, dead right, as he sped along, 
But he's just as dead as if he'd been wrong, " 


I will not close on any funeral note, as I do not 
think that an epitaph is the thing for us. I feel that we 
are going places. But if we have too many of these defenses, 
too promptly offered to too many people, we are going to be 
seriously impeded in our efforts to get somewhere. 


THE CHAIRMAN: Thank you very much. 
(Fifteen minute recess) 


THE CHAIRMAN: Let us assemble. Before we recessed, somebody 
wanted to comment on Mr. Ramsay's statement. Was it Mr. 
Gundershaug? Where does he come from? 


Ae He is one of our construction engineers and has a large 
background in the construction field, 
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Qe When did he come to work? 

A, About six months ago. 

THE CHAIRMAN: All right, we shall hear from Mr. Gundershaug. 
MR, GUNDERSHAUG : Iwas going to comment on public relations. 


Now, in public relations, we must be able to do what we 
promise. In other words, when we get out in the field, the 


farmers there say, "Well, we expected you to be able to serve 


us over here. ile are two, three, four or five spans away 
from the road. We understood that we could get service and 
now we have to pay for three, four or five poles and three, 
four or five spans and we expected to get that in the loan." 
Now, the loan contract says they cannot give more than one 
span and one service drop. ‘There is the whole problem. 
Public relations depend wpon this. The whole point is this: 
When we promise something, we have to keep it. If we do not, 
we do not have public relations. We had a public relations 
man in North Dakota - - 


THR CHAIRMAN: (interposing) We, meaning whom? For the 
purpose of the record. 


MR, GUNDERSHAUG: The Community Public Service Company. I 
came out in March to North Dakota. It was a hot day and they 
jumped on me and said "You promised us everything. We are 
not getting it. That land unnecessarily cost $60,000 because 
we had to put in a plant, a standby plant and there was no 
need for it." Just because we went in there and promised 
things that we absolutely could not fulfill. it’ cost the 
company $60,000 and so it is with us. If we go out and 
promise things that are absolutely impossible to fulfill so 
far as the loan contract is concerned, we are harming our 
public relations, That is all. 


THE CHAIRMAN: ‘Than you. That is a good comment. Mr. Taylor. 


MR, THEODORE TAYLOR: I just want to say a word about public 
relations, We receive in the personnel office a large number 
of applicants for positions. Often they get into another 
office by mistake. Employees in offices thus visited have a 
very important effect on the applicants. I want to say that 
we in the Personnel Section have appreciated the way other 
members of the REA staff have acted in these relations and 
their willingness to direct these applicants to us. 


THE CHAIRMAN: You men appreciate the value of an executive's 
time in handling those people and sending them to yous 


LA 


Re. 69766 


MR. THHODORS TAYLOR: That is right, and also the time of the 
stenographers and clerks in those offices. I showld like. 
also to express further in. connection with public relations, 
that we in RHA hold the cards, and, as the Administrator 

Said in the July conference, we can for this reason afford 

to take everything the public gives. We have the last word. 


THE CHAIRMAN: Thank yous Does somebody else have a comment? 


MR. ZINDER: There are times when we roam around really 
startled with the information they have to tell about the REA. 


THE CHAIRMAN: Who are they? 


MR. ZINDER; The Public Service Utilities and other people, 
that is, officials having State positions. I was just wonder- 
ing how we could possibly make our literature more effective 
and demand more attention. I know that tons of literature 

go out explaining many of the things which I am very glad to 
explain when I go among these people which they have never 
known about. 


THs CHAIRMAN: Let me make a suggestion. You put in writing 
the things you think ought to be released to these people, 
suggesting the form in which it ought to be released, more 

or less fragmentary, and when it ought to be sent to them. 

The people in those public service offices, the men you speak 
of in these responsible positions, require certain specialized 
information, not general information, with respect to the Rural 
Electrification Administration. You suggest that and say 
whether it is advisable to give this information in a letter 
or in bulletin form. Find out too whether they are on the 
Mailing list. Mr. Ramsay, do you want to say a word? 


MR. RAMSAY; I should like to know first if these people have 
had anything from RHA, if they would so indicate. And in 
order to get as much information as we can, I should like to 
know at least a few of the points that they specifically 
would desire or about which they are not informed. 


THE CHAIRMAN: There is not a single person who goes regular- 
ly into the field who does not encounter questions that ought 
to be answered. In addition to the report that the person 
makes to his immediate superior on his specialized job, 

every person who goes into the field ought to be required 

to send back questions that are being asked, and suggestions 
that arise in his mind as the result of his contacts. If 
those things go immediately to the right person, perhaps we 


shall have better public relations or public information 
service. I think we ought to get that established in our 
mindse I have said repeatodly since I have been hero that 
we do not take advantage of the field contacts that so many 
people are making every day in evory part of the country. 
We must do ite It is not enough to file technical revorts 
in the file. The information must be disseminated. Some~ 
times we shall find answers to the questions that the men 
to whom the questions were addressed could not give. 


MR. RAMSAY: Here is a case in point. I hardly got off my 
feet talking about a few things that were not just as I 
should like to have them when Mr. Bacon of Development ap- 
proached me and told me that on one of our booklets there is. 
a certain amount of kickback. There is a picture of a’farm 
er on the cover which has the suggestion of a hayseed about 
it. Some people do not like it and some of the power com- 
panies who are not friendly have made some capital of that. 
In any phase of the work with which I have had anything to 
do, we have had a minimum of the defensive attitude. We 
have always wanted any suggestions that we could get on how 
we could do things better and particularly, suggestions about 
where wo wore not getting the story across. On that point, 
we are certainly going to seriously consider changing that 
covere We shall make changes always when we are told vhere 
we are off the track. 


THE CHAIRMAN: That is a fine idea. 


MR. LONG: I have found that that picture on the cover has 
been very offensive in many sections of the country because 
the picture represents a farmer all turned out in a good 
pair of trousers but with a jacket all torn to pieces. The 
farmers are not like that, so to speak. They are not hay- 
seeds. A great many of them are graduates from universities 
of agriculturee I have heard that comment from one end aes, 
the country to the other. ; 


MR. RAMSAY: May-I say one word of defense? We do not like 
it in the light of the information we are getting and we are 
going to ditch it; but he is a farmer. Furthermore, one of 
the best photographers made the picture for use 


THE CHAIRMAN: TI have been conscious as I suspect most of you 
have been, that as a rule where there is a rural program, 
there are entirely too. few people who have a rural background 
and especially a recent rural background. I think somewhere 
in the organization. we need more farmerss . 
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MISS TAYLOR: I ama rural girl, 100 percent. 
THE CHAIRMAN: There is no such. thing as 100 percent. 


MISS TAYLOR: (continuing I was a rural girl. I:do think 
we ought to remember that the rural people see the same mov- 
ing picture shows, buy their clothes from the same stores, 
hear the same ministers and buy their automobiles from the 
Same companies that city people purchase them from. There 
are really not many ways in which they are different fron 
urban people in their thinking. We are a lot more like city 
people than the city people think we are. : 


THE CHAIRMAN: A trenendously important question is that of 
rates, wholesale power rates. Mr. Zinder is head of the 
Rate Section. You know him. You know something about the 
way he handles some of the problems. He is going to talk 
about rates. Recently when we were discussing this matter 
and he was complaining because I was not satisfied: with 
certain rates I had seen, I said, "I know nothing about 
rates. I only know they are too high and regardless of vhat 
you do with respect to rates, as far as I am concerned, I 
shall never be satisfied." If you accept that, you rust not 
chafe every time you hear a complaint fron ne at least. I 
am not going to be satisfied and no matter what you do, it 
will not be enough. . 


MR. ZINDER: I have accepted that as a challenge and I hope 
some day we shall get something that will satisfy you. 


At the time the policy was determined that these 
projects would purchase their energy, a very vital decision 
was made. In purchasing their energy, a measure of control 
is given over the project to an outsider or outsiders which 
in many instances is a private utility company. That meas-. 
ure of control is not only an clement in the total. cost of 
service which would enter into the rate the members would 
have to pay, but also we learn vory shortly in the contract 
what the private utility asked in the terms of that contract 
or rather what they requested from the cooperative. I was | 
very mich surprised when I saw some of those provisions being 
requested. I need not enumerate many of theme It is not 


‘unusual to find that a private utility company, afterit has 


agreed to serve the project —- and, incidentally, some raise 
many barriers before they even say they will consider render- 
ing service to these customers -- will request that the plans 
and specifications must have their approval ~~ in other words, 
the construction shall be satisfactory to the companies. 
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THE CHAIRMAN: Give us an example of a company that asks this. 
Are they still asking? 


MR. ZINDER: Yes. 

THE CHAIRMAN: Is it customary? 

MR. ZINDER: It is not included in the contract. 
THS CHAIRMAN: Do they take it out? 


MR. ZINDER: It has been asked in the contract and is being 
asked of Rate Section. . 


THE CHAIRMAN: Are they trying to fit it into a system they 
hope to buy? 


MR. ZINDER: I cannot answer for the power companies. 
THE CHAIRMAN: I never heard of that before. 


MR. ZINDER!: I have to admit that I have no patience with it 
either, Mr. Carmody. It is something they have requested 
and we have emphatically rejected. Another provision, one 
with which a great many of you are familiar, is an attempt 
to control the retail rates the cooperative will charge. 

I am rather happy to say that that was narrowed to one com- 
pany in the country and has now been eliminated. However, 
we had to battle approximately a year with that companye 


MR. FISHER; Have they given in? 
MR. ZINDER: Yes, 


THE CHAIRMAN: That was a struggle for a principle as well 
as a point. Tho Administrator would not surrender. 


MR. ZINDER: It took a great deal of pressure and discussion 
and finally, after almost a year's time, we have that elimi- 
nated. However, I might state that in discussing wholesale 
contracts generally, it has not been uncommon -~ it has been 
rather frequent -- when this question of the retail rate the 
project will charge has come into the discussion of private 
utilities, ahd whereas they have not requested it in the 
contract, they felt us out to see whether it could be included. 
We have taken a test case on it. 


Thore are some of the provisions in the contract 


yhich are almost introductory and very vital to the state- 
ment indicating the matter of control given to outsiders 
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over these projects in accordance with the adopted volicy 
of purchasing energy wherever available .-- and it is avyail- 


able from one source or another in most areas in the country. 


With regard to wholesale rates, there has been 
quite an evolution and I am hanpy to see some progress per- 
haps not enough. I feel that we have made progress, start- 
ing from a time when they refused even to quote rates to us 
They finally came ovt with rates -- bit they were too high. 
They got those down and then the contracts were not accepta- 
ble. However, contracts are gradually getting to the point 
where they are acceptable. Now, for many of the large sys- 
tems of the country, at least, there has been established a 
rate schedule which we felt we could accept at the time. 

We feel we can improve upon some of those accented and have 
started to do that, ‘The theory we went on, with regard to 
wholesale/rates and these contracts was -- granted that they 
were not everything we wanted and felt that these projects 
could have -~ that the idea wag to make the contract terms 
short, comparatively short, five years at the most, and 
thereby have another chance at them after the project has 
PrOgresséd trom the staze where Simple talk and arguments 
can be used. We do not lmow what the load is going to be 
and wnat the power factor entering into the cost will be. 


With regard to municipal utilities, the success 
and failures -- and there have been some failures to get 
satisfactory rates from Municipal utilities -- our exper- 
lence has been rather Spotty, Ye have had our very best 
rates and very best contracts from municipak utilities and 
i still feel that our municipal utilities can be the best 
sources of supply for most of these projects because I feel 
that they will get some considerate attention and much more 
help, of the type for which we do not have to pay a fee. 


Unfortunately, we have had some prodlems, <A prob- 
lem arises in that we should have negotiated lower rates 
from mmicipal utilities than we have secured from private 
utilities. That raises a differential which I know is a 
question in the field but yet I feel that we have to pro- 
ceed on that basis, perhaps temporarily, until we can get 
that straightened out. But it takes a little longer to 
get rates from a private utility than from a municipal 
utility. 


THS CHAIRMAN: This is an important question in Iowa. Repre- 


sentatives of the Municipal League say that we are wholly 
unreasonable and that nobody can do anything with us. We 
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have to meet that issue. If we are wrong, we have to admit 
it. If we are not wrong, we have to work something out 

with that group because it spreads from State to State. 

They have the right to question our position in these things 
if they are not getting a square deal. With a concrete 
example, I think people will understand better what you mean. 


MR. ZINDER: I think I might simply indicate the answer I 
have tried to give for it, which I found has been effective 
in a number of cases. I think there are two elements in- 
vovled in that differential, one is our failure to be 
beaten by the larger fellow and the further actual differ- 
ence in costs -- at least costs as they are presented, and 
as we do not know them. 


THE CHAIRMAN: There may be another element and at least, an 
apparently greater responsibility on the municipalities to 
take the same sort of care of surrounding country that sus- 
tains the town as they do of the citizens. 


MR. ZINDER: In the light of this question as to the policy 
which has been more or less established, that the Rs#A has 
not adopted a single rate schedule either in form or other- 
wise which it considers essential, over the entire country 
or even over a single State, I understand that the Adminis- 
trator's thought is that each source of supply should make 
the best possible rate, a rate based upon its own cost to 
serve plus a fair margin, return or profit. Now, having 
that basically as the policy, we are naturally going to 
have differences in rates. We have the condition. wherein 
they all go down to the cost plus a fair profit basis but 
when they are all above it as we feel they are, a differ- 
ence in cost between the various municipalities and private 
companies is probably wiped out. However, we are on that 
theory and, therefore, under these terms and conditions in 
rates, as soon as there are.differences, one is high and 
one is low, So much for the question of wholesale rates, 


I might make a few remarks about the form of rates 
and about the general levels. We have generally stated that 
a small project normally requires an average rate of approx- 
imately 13 cents per kwh, and very large projects should have 
a lower rate. Now, you say we must have a feasible project 
as the attorneys state and as the Act requires, There is 
not any basis, I have been advised, on which we could actu- 
ally turn down a rate schedule other than for a rate at 
which the project would not be able to pay out, and would 
not permit the liberal use of service and we must tie back 
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to that. Therefore, we have Simply this broad approach, 
There’ willbe exceptions, . There will be some projects 
which will require a l cent per kwh average in order to 

Make them pay out. We hope to get that average where neces- 
sary. In other cases, it may go to an average of 1¢ cents, 
and others nS cents. For the very large projects, less than 
1 cent per kwh should be possible, Now, I think most of 
you know the emphasis I have Placed on the dotton PLLOeo oT 
any wholesale rate schedule and I cannot over emphasize it 
but I think, whereas the field men have been getting bot- 
tom prices of around 1 cent and the Rate Section has been 
equally successful with private utilities, that we ought 

to go below that in the future -- possibly 8 mills. We 
found water heating being sold around the country at 1 cent 
per kwh, It should be possible for REA to adopt water rates 
for 1 cent but it cannot be done if there is a wholesale 
rate of 1 cent. It ig only through developing water heat-~ 
ing in certain sections of the country that we are going to 
build up loads. 


Now, on the retail rate, at the present time we are 
trying to defer determining or suggesting a rétail rate to 
borrowers until the bids are in and we have some definite 
figure with regard to the investment per customer and per 
mile of line. Until that time, that very important figure 
is only an estimate, However, we have appreciated the need 
the field men and project sponsors have had to get some 
indication of the cost of electricity to the farmers who are 
entering into the cooperative. We have gone this far: We 
have indicated a minimum bill that will probably be neces- 
sary, based upon the first information that comes in from 
the field and sometimes we have gone so far as to indicate 
the price of a 100 kwh's, However, we emphasize that that 
should be given as approximate, We have had a few instances 
but fortunately, not too many, where a definite rate schedule 
g€0t into the hands of the project people one way or another, 
when we in the Rate Section of the Rural Electrification Ad- 
ministration did not know about it until very late; some- 
times members have been sold on that definite rate, 


THe CHAIRMAN: Do you mean our wholesale rate? 


MR, ZINDER: On a retail rate. They have gone around to 
their members and Signed agreements or have gotten their 
asreements that that would be the rate schedule, that it 
would be the maximum bill, And that it would be $2.50. or 
$3.00 when it was necessary to have it, say, $3.50. ‘There 
is.a certain amount of flexibility in determining the size 
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of the block and prices but beyond that it is almost: impos- 
sible to say, conscientiously and truthfully, that that rate 
schedule will permit this project to collect enough revenue 
to pay out. For that reason, we should like to have the 
matter just approximately determined and a complete rate 
schedule withheld from the field and from the project spon- 
sors until we have had a chance to settle finally the whole- 
sale rate question and get the bids so that we can give 

then a complete schedule of rates. As far as that goes, we 
should like to have only one schedule but the Rate Section 
is here for the purpose of meeting the special problems of 
seasonal customers, large power customers or any other. une 
usual customers there may be in any project. Some may have 
a sumer resort and others may have a fair! 


THE CHAIRMAN: Such as a three-day county fair. 


MR. ZINDER: That is right. I have roamed and sketched. very 
briefly. I just wanted to hit the high spots. I have one 
thing I should like to submit for discussion and that is 
this: I feel in dealing with many municipal utilities that 
they are anxious and willing to go along out they are facing 
a problem of putting in funds for new equipment. We have to 
recognize that in the municipal utilities that is a real 
problem, especially in those States where it is necessary to 
go back to the people, the electorate, to issue further bonds. 
I think it would help if the funds could be made available 
and if we could establish some policy whereby we could assist 
jin the financing of additional equipment. I know all of the 
problems involved in such a thing but I think they might be 
worked out and, to my mind, it certainly would be in a number 
of instances, a very definite advantage to the project pio 
the municipal utility which cannot post a rate to a project 
because of the additional equipment it would need, if we 
could make additional equipment available. , 


THe CHATRMAN ¢ Does that mean a provision in the Act? 
MR. 2INDER: No. 

A. It is a matter of State Jaw. 

MR. ZINDER: Is it a matter of State Law , Mr. Moore? 
MR, ALLsN MOORE: Yes. 


MR, LAKE: Can they not get that money from PWA with a grant? 


A. It can probably be worked out on a joint ownership basis. 
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THE CHAIRMAN: Obviously, we cannot settle that question here. 
Go on with the rest of the discussion. 

MR, BACON: .Some of the companies who sell Diesel engines 
will sell the imanicipality a Diesel plant with the under-~ 
standing that the municipality pledge only revenue from 

that Diesel plant and on the strength of a contract with 

our cooperatives to buy the current, the manufacturer. will 
sell the municipal plant and establish that as security. 


MR. ZINDER: In discussing that question with a group just 

last week, it was found that they were required to pay five 
or six percent. ‘They should like to have some of our 2.77 

percent money. When they see that money available, natur- 

ally they want it and are asking for ite | 


Q- Nine percent on that Diesel, is it not? 
MR. ZINDER: There is amortization and some commission, 


MR. FISHER: Mr. Chairman, there are two comments I should 
like to make to supplement what Mr. Zinder said, in no sense 
contradictory. The first is with respect to comparative 
ratese Mr. Zinder pointed out that we are opportunists in 
getting the best rate we can at the time, but I believe it 
is going to become increasingly necessary to consider com- 
parisons. j 


I received a letter last week from an old friend 
who is manager of one of the Iowa companies and in whose 
territory we are going to build two generating plants. He 
was more than a little hurt, terribly hurt that we were go- ; 
ing to build two generating plants in his territory, particu 
larly. I pointed out to him in this purely personal reply 
that I thought our building those plants was based solely 
on the fact that we had gotten eight successive quotations 
from him before we finally thought we had all we covld ex- 
pect, but that we were thinking about the effect on these 
other municipal plants that had already given us a lower 
rate than his eighth quotation offered. I said that in do- 
ing this, we built these plants about the same way a man 
buys an automobile. Our motivation is probably in the 
economy of the car and also in what the neighbors will say. 
I thought that this was increasingly more just what our 
neighbors were doing with respect to our wholesale rates 
because he, in this very letter said, "We expect to cut our 
rates in Wisconsin and Minnesota." It was obvious he was 
not considering the wholesale cost. He was willing to bar- 
gain with us and I have no doubt but that the utilities of . 
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the country are comparing notes as to what they can get 

away with, so it seems to be increasingly difficult for 

Mr. Zinder to chisel down. Now, I am told that when the 
REA was being established and being discussed, the utility 
executives of the country themselves were willing to visual- 
s3ze a wholesale cost of current which would average 1 cent 
per kwh. I know very well that we do not have that yete 

We are probably Closer to a 1 cent rate and I have no doubt 
sn the world but that we have made many loans to projects, 
at the cost of 14 cent per kwh, which are going to give us 
distress and trouble before we are through, and which would 
be more likely to pay out if the rate were on the average 
only 1 cent per kwh, I think Mr. Carmody has good reason 

to tell Mr. Zinder it is all in Mr. Zinder's lap. It hap- 
pens to be at the point of frictional contact. Our field 
men in contact with these municipal ylants are all for reduc- 
ing that spread from a aE cent to a 1 cent average which I 
believe will have to be our ultimate goal. It is interest- 
ing to see that, because these companies are more or less 
integrated or interrelated and do pass the word down the 
line very quickly. Thisis certainly no challenge to 

Mr. Zinder. JI am sure that Mr. Zinder has had ‘quite as much 
to do with this as the field men. He has graciously ascribed 
to them most of the results with. the municipal companies, 
but he is hand in hand with the municipalities in negotiat- 
ing for rates with the utilities. It is significant that 
perhaps no more than twenty-five percent of the generating 
capacity of the country is in the hands of the municipal 
plantse 


THE CHAIRMAN: Why? 


MR. FISHER: Well, say within twenty-five. percent. From the 
rate studies in the Development Division, it is shown that 
sixty-five percent of the current we are buying or propose 
to buy for the projects already approved, was to be purchased 
from the municipal utilities. This shows that they have 
come through a great deal better than the private companies. 
This is partly because we have not had to bargain with them 
collectively» We have the advantage of individual bargain- 
ing until it comes to a.little company down in Texas and 
there, I am convinced, we are faced with the task of collec= 
tive bargaining for our rates. 


Many have said that our greatest problem in rural 
electrification is utilization. I am willing to admit that 
is problem mumber one but certainly the problem number two 
is lowering wholesale rates.’.In fact, the two are closely 
related. We can probably say those are the two aspects of 
two problemse 
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THE CHAIRMAN: ‘There is one thing that you did not mention: 
These larger companies that spread over many States and 
sometimes integrate are protecting rates that they themselves 
know will come under attack if the wholesale rate they give 
the cooperative enables the cooperative to retail at a lower 
rate than they are getting. That is really the crux of the 
matter in my opinion. Without exception when we have crowded 
a utility, it has always come to that and they always get 
away from it as goon as they can, 


MRe ZINDER: I should like to ‘comment on your and Mr. Fisher's 
. remarks very briefly on this comparison of the rates and the 
fact that we do and are battling with it. ‘There is nobody 
who appreciates it more than you, Mr. Carmody, and it is very 
irritating to me when a small private utility in Texas sub 
mits a rate schedule for an REA project which is identical in 
form with one submitted in Maine. We see that daily. They 
are simply called upon to submit a rate for an REA project. 
They do not mow what. to do —~ and they do this. They find 
out who else is submitting a rate for an REA project. 


THE CHAIRMAN: Some of these cases occur where it is a local 
problem and not a State problem. 


MR. ZINDER: ‘That has made it difficult but we have been able 
to beat it at times. Recently one large company group, lo- 
cated in the Southwest and one in northern part of the Mid-~ 
dle West have both adopted the same rates and we were able 

to get a lower rate in the Southwest than we got in the North- 
west. So we have bean able to drive down, a little, the con- 
ditions that we felt existed. In regard to this question of 
discrimination, they are afraid of their rate structures and 
are getting down to lower rates for these projects. We are 
now ina stage where the pressure has been so great that they 
are finding special reasons for making special rates. ‘We are 
getting to that stage now where they are letting loose or 
breaking away from existing rate structures to get down to 
lower rates for REA projects. We have had recently two 
sources, one of which was forty-five percent below the level 
of rates to municipal utility customers than that company hade 
In other words, a municipal utility buying is comparable in 
many respects to a rural cooperative, but the rate they are 
offering this rural cooperative is forty-five percent below 
the rate which they have considered standard and which they 
have on file with the Utility Commission. 


MR, HERRING! You might state why ‘the public utilities com 
Missions allow these municipal rates. 
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MR. ZINDER: I:do not know whether I can explain thate 


THE CHAIRMAN$ You mean there is a difference between a state- 
ment and an explanation of a statement. You make the state- 
ment and let Mr. Herring give the explanation. 


MR. ZINDER: I should like to repeat a conversation I had 
with a chief of staff of one of the larger public utility 
commissions on that very question. As to the question of 
discrimination, any difference in rates, to my mind, between 
one customer and another is discrimination, perhaps not in 
the technical sense -~ but the Public Service Commission must 
decide whether it is reasonable or unreasonable discrimination. 
I think for many years anyone who has had commission exper~ 
sence knows that utility companies have been able to come to 
the Public Service Commission and say, here is a load that 
differs in such and such a respect and we want to appeal 
this rate for that load. Some of them have gone so far as 
to say that they wanted a special rate for brickyards and a 
special rate for some other industry. Some of the more ag- 
gressive commissions say, no, you cannot do that. tes 

can be appealed only for such industries as are different 

sn their load characteristics but not for those that are - 
alike. That has all been on the other side. They have been 
able to ask for special rates where they want to get them. 
On the other hand, where the Commission wants a rate for 
certain: types of use, the utility cries discrimination. It 
has not worked both ways. I think in this case.we can use 
the argument that here is a special rate for certain types 
of usee In response to request, Dr. Levin has been making 

a study of just that question and I have been able to peek 
at his results before they were finally gotten togethere 


THE CHAIRMAN: In various States? 


MR. ZINDERS It is according to the financial condition of 
the customer, the value of service in developing a new market 
and various reasons for determining special rates that 1 
think the argument of discrimination is weak from two pointse 
That is, first of all, it is not something that has been on . 
the other side, it hag not been requestede Secondly, we do 
have a justification for requesting 4 special rate. However, 
I might add just one more idea if my time is not going too 
far, Mr. Carmody, in discussing this thing further. There 1s 
one point and that is, I think, we, Mr. Cooke and many others 
are convinced that costs are such that they would permit 
rates as low and lower than we have been asking and getting. 
If we say that is justified only because of certain reasons, 
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we throw away our cost arguments. We simply say it is all 
right here, and in effect we indirectly support the utili- 
ties in that other rates should be nigner. (Ido not think 
we have that feeling, However, the idea of making a 
special rate is simply an expedient to get what we want and 
let the other fellow come in after us and fight for what he 
wants on the same level. I do not know whether I made tha ¢ 
clear. . 


THE CHAIRMAN: It is not clear to me. 


MR. HERRING: ‘The point I wanted to make is if the utilities 
want to do so, they can make a separate request for a special 
rate and it is not discrimination in the eyes of the comnis~ _ 
sion. When we ask them to mke a special rate for REA projects, 
they immediately come back and say it would be discrimination, 


it is all wrong, 


There is another thing to remember in connection 
with the wholesale rate. Only in a very few instances are 
transmission lines loaded to anything like capacity. They 
are not yet approaching a load of 100 percent capacity. 

They have the capacity to take care of additional load. ‘The 
small amount of energy we need on any one of the projects 

in which we are interested does not mean anything in the 
way of revamping or reinsulation of lines. Therefore, there 
is no reason why if the utilities desire to do so, they 
should not take the fuel cost plus the line losses and give 
@ more favorable rate. I know when I sat with Mr. Cooke 
and with representatives of the utilities, before the Rural 
Electrification Administration was created, we discussed 
everything that might come up in rural electrification work. 
Amons those things was the cost of wholesale energy. The 
Statement was made by representatives of two large inter- 
ests, that in their opinion the wholesale rate should be 
around 1 cent a kwh, qualified to the extent that when 

small companies were dealt with the rate might be somewhat 
higher, but generally it should be about 1 cent per kwh. 

I know we have not as yet any such rate, 


THE CHAIRMAN: Yes, Mr. Wood. 


Ms. WOOD; I should like to make a few remarks concerning 

the public relations connection municipally owned plants 

have to our projects. During the number of years I have 
been connected with municipal work and last summer while 
doing field work for REA certain conditions have been brought 
to my attention, which no doubt have been given consideration 
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by both Mr. Zinder and: the field men. Many muinicipally owned 
systems seem to be forgetting that they were organized to 
produce and sell electric current at the lowest rate pos- 
sible or without profit. I am referring to the pernicious 
policy of making municipal vlants earn a sufficient revenue 
to carry a part of the tax load usually borne by real es- 
tate. Very often they get by with. this. In dealing with 
REA there is a feeling that if a profit can be included in 
the rate so that city taxes can be reduced advantage should 
be taken of the situation. It has occurred to me that in 
our contacts -~ and everybody in the field comes in contact 
with municipal projects -- perhaps the thought could. be 
stressed that there is, after all, very little difference 
between the city and the territory surrounding it... Wherever 
reasonable rates can be arranged it will help not only the . 
cooperative and its rural members, but will: in.turn, react 
beneficially on the city, because whatever helps the sur- 
rounding country helps the city itself and the people living 
in the city. 


THE CHAIRMAN: One of the most difficult things in the world 
to operate is a democracy, and it is especially difficult 

to lay successfully side by side systems that are as differ- 
ent as a profit making system and this system of social 
servicco. One drives the other dom. Now, the difficulty 
about meeting this problem is that the people as a whole, 
forget after a while that they own the manicipal plant. 

The people who are most concerned about it, the city 
council, and mayor or city manager, are constantly striv- 
ing to make, and are under pressure to make, the same kind 
of profit as is expected of a private enterprise. The 

sole object of all government is to give benefits to the 
people. If it did not give bencfits we would not need 
government, but people lose sight of that fact. The people 
who are in charge of these operations want them to be 
profitable, efficient and effective and want to be as proud 
of them. If they do not show a profit ana the people do: 
not get a rebate on their taxes, they blame the eitynat- 
ficlals. They lose sight of the larger objective of render- 
ing service. 


To me, a most important idea presented is this, 
that the town by and large is supported by the hinterland. 
The town does little for the country. I never could under- 
stand why the town does not understand its relation to: the 
country and provide not only lower rates but all manner of 
services that would be a convenience to the farmer. In my 
time, when we went to town once a week, there were at least 
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hitching posts reserved for the farmers and often back of 
the general stores there were sheds under which only farmers 
could put their horses and buggies. You do not have that 
today. There is no provision in towns for taking care of 
the farming people who come to town to spend money in the 
stores, 


One day in Texas, I was accompanied by a man who 
slipped and fell on the ice, the oby-standers laughed at him 
for falling. I said, "Stupids, why don't you put some salt 
or sand on the ice so your customers won't break their. arms.!! 
It was typical of our lac of understanding in public rela- 
tions. There is a point there. These municipals could do 
Just that and as a matter of fact, the power companies have 
exactly the same responsibility and the same ovpor tunity to 
increase their revenues as do merchandisers. They lack 
imagination. They have no sense of merchandising. The 
municipals ought to learn merchandising from this new angle. 
So far they count only the dollars they see come back over 
the wire, 


MR. PACKEL: I think many of us will be interested in 

Mre Zinder's experience with the provision preface that many 
utilities are insisting on putting in the wholesale contract 
that the cooperative will not resell outside of a certain 
territory. 


MR. ZINDER: ‘That is almost a common request, a request sub- 
scribed to not only in the case of an area. They say they 
Cannot serve outside of that area nor can.they serve any cus- 
tomers served by the power companies or within a certain dis~ 
tance of the power company's lines. They are apparently 
afraid that these cooperatives will take all of their busi- 
ness. On the other hand, if these cooperatives will not pay, 
the business will fall into their laps. It has been a little 
bit difficult to get that out of the wholesale contract. Un= 
fortunately, I have to admit that we have not been able to 
take it out entirely. When I say we have not taken it out, 

I mean this, We have had to accept contracts because the 
projects were all ready to go and could not be held any longer 
and there seemed to be no solution. 


We constantly reduce this factor and I hope we shall 
be able to completely eliminate it. We have done this: If 
the power company asked for protection against the coopera- 
tive, we felt that the cooperative should have the same pro- 
tection against the power company, so that now we have the 
clause working both ways -- the power company agrees to serve 
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the cooperative if the cooperative agrees not to serve any 
customers of the power company, or any people who might be 
customers along its lines. The thing goes back to the Act 
itself which states that loans can be made only for render- 
ing service to customers not now served. According to that 
Act, it is hard to say that it shall not be in there because 
we have said it. We are now to the point where it is a dual 
provision and works both ways. We hope we shall be able to 
get it out entirely. This is a long drawn out fight. 


MR. PYLES: Mr. Zinder, that does not mean that you are in- 
cluding or will include territorial assignment of the 
country? 


THE CHAIRMAN: The Act does not provide that. 


Q. In Colorado for instance, they will not assign territory 
and keep the cooperatives out of that territory although 
they had no lines and no intention of doing that. 


THE CHAIRMAN: Did we sign such a contract? 
A. Wo, we have this dual provision in there. 


MR. ZINDER: We try to watch them and give tnem all that 
protection. ‘The only territorial restriction that you find 
sometimes in these contracts of the nature that you have re- 
ferred to is when the power company will say that the co- 
operative cannot serve within the city limits or in any city 
which it might serve retail. That is prohibited by the Act 
anyway. It specified rural territory. 


MR. PYLES: You see my point. They want a whole territory 
cut out, 


THE CHAIRMAN: As a matter of fact, it is contrary to public 
policy. We have no right whatsoever. We have no right to 
even indicate that we have authority to give them territory. 


MR, BACON: Mr. Zinder, there is a peculiar thing that the 
public seems to fail to understand, I refer to the regula- 
tory control that the various public service commissions 
have. I think a number of our own personnel fail to under- 
stand the handicap under which we work in some States. for 
instance, in one State, it was held to be particularly es- 
sential that the power company deliver current because some- 
body asked for it and they had to make the connection three 
weeks after we started a cooperative in that area. Now, 
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that application had been made five years before, Mr. Carmody 
heard a man state; but as soon as we went there, they had to 
be connected right away. Now, in another State, the Public 
Service Commission could not change rates in less than three 
months, they said. [ negotiated a contract for 600 homes in 
that area; this time they had to have three months. We went 
into the same State this past month and they made a change 
in the contract ~~ I think we were under way three days be- 
fore the Public Service Commission acted in that State, 
granting this company an opportunity to lower its rate to a 
rural area which it has served. They could not do that be- 
fore. I think that our Organization should know these 
things so that they can understand the handicaps that we 


face and why it is not always possiblé to do just exactly 
what we should like to do. 


MR. LONG: In connection with the difficulties that Mr. Zinder 
has had in procuring low wholesale rates, I can well appre-~ 
ciate the difficulty of securing municipal plants. I cite, 
for example, one instance in Austin, Minnesota. I was 
privileged to be with Mr. Zinder at that time. The officials 
of the municipal light plant including the superintendent 
were very anxious to cooperate with REA on a low wholesale 
rate. We heard that there Was a meeting at Austin. We at~ 
tended a mass meeting of between 1,000 and 1,500 citizens 

of Austin gathered to Protest against the City Council and 
superintendent's selling current outside of the city limits 
at alle That meeting was called at the suggestion of an 
attomey who had previously been with a private utility 
company, Mr. Zinder and I were on the spot. I do not know 
how we persuaded them but we g0t a split vote and the 

Council was directed to sell current to the farmers. We 
pointed out the factor, Mr. Carmody, which you pointed out — 
that the towns would not be worth the foundations upon 

which they were built if it were not for the money secured 
from the farming community around them. 


I bring this up only to illustrate the effect of 
this insidious propaganda, even sent into the city itself, 
to prevent the territory from being served so the power com 
pany can charge a rate which they, themselves, can set and 
dictate. The only answer is the thing I have brought up this 
morning before recess, that this is exactly what we are do ing 
in Iowa and that some temporary generating equipment will 
keep the rates down where they belong. A wholesale rate of 
1-1/2 cents or less per kwh is the rate for an average well 
operated generating plant because there is only one meter 
that has to be served. The answer, as Mr. Lake said origi- 
nally, is that temporary generating equipment be sent in to 


141 


Re E, 69766 


serve these lines and energize them while the rate negotia- 
tions are going on. 


THR CHAIEMAN: Perhaps the most marvelous thing in the world 
ig the patience of the people at large and the patience of 
the United States Government with many of these individuals. 
There are so many people who have not spoken at all. Let us 
hear from someone who has not spoken. Mr. Roewe is not known 
at alle Mr. Swanson — | 


MR. SWANSON: Mr. Roewe's position is comparable to the posi- 
tion of Mre Gundershaug. He is an engineer of long experience. 


MR. ROEWE: There are two or three matters I should like to 
mentions Each place I go, after the project is partially 
started and under construction, the engineer seems to be aa 
a haze and he does not know whether he is supposed to make 
the contract for power or not. 


THE CHAIRMAN: You mean the project? 


MR. ROEWE: Yes, he is under the impression that he is sup- 
posed to look after the power rate and the lawyer says he 
is supposed to look after it. I am not interested in the. 
details but I have a general or broad interest in this mat- 
ter and I should like to have some degree of understanding 
as to who is supposed to handle the rate matter. ‘The next 
question is, why do we wait until the project is absolutely 
completed before we start negotiating rates? I know of a 
case in South Carolina and also one in Ohio where the power 
company held up the service on the project about two or 
three weeks. In South Carolina the power company was ordered 
to make the connection. They still do not have a rate, so 
I understand. 


Another question is, who decides whether these 
power rates are good, bad or indifferent? The Georgia Power 
Company says if you want three-phase power, it will cost 
twenty percent more than single-phase. I worked with the 
engineer on that matter and we found that if we want the three- 
phase power, we could reduce our construction costs eighteen 
percent, roughly speaking. But the power cost increased 
twenty percent with the result that it proved to be better 
to use single-phase power rather than three-phase power. 
Who can answer those questions? 


MR. ZINDER: In answer to the question who should negotiate 
the rate —- whether it should be the project engineer, the 
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project attorney or the sponsor ~- let me put it this way? 
We like to do that ourselves, or very specifically, we like 
to have it done under our direction. If a municipal plant 
is involved, the field men are negotiating that rate or con~ 
tacting the municipal utility right from the start, If a 
private utility is involved, the Rate Section wants to know 
about it because we have: other negotiations with it ora 
sister company, or it may be a matter that we might want to 
approach from the top rather than proceed from the bottom 
ups We have project engineers go into the question of ne 
gotiation of rates and wholesale rates as early as possible. 
We try then to handle the thing from this end. We should 
like to have no negotiations on their part unless specifically 
requested from this ond to do some specific task. We may 
call upon them to get a quotation or to discuss some provi- 
Sion in the contract of an engineering nature, such as; who 
snall own the substation, voltage regulator, power factor 
or wiatever it might be. 


In South Carolina, that wholesale rate negotiation 
was started months and months ago. It started even before 
the commission issued an order directing all utilities in 
that State to file a specific rate which averaged about one 
cent per kwh. That.case went into the courts. Three of the 
companies faced the State Authority down there on the que s+ 
tion of whether they were connected and whcther the contract 
was signed at all. There. must have been just one company 
that did not connect, that held up the project several wecks, 
We had trouble with that same company in North Carolina, 

The field man starts rate negotiations as soon as wo havo the 
necessary information, 


Q. Whom do you mean, the chief engineer? 

be The project engineer, 

Q. And you say he FAT negotiations right away? 

re With the field MON. : 

Q. You mean the sponsors of the cooperative. 

THE CHAIRMAN: The se Haat call here. | 
MR, RORY: That is axeenly the situation in Georgia. We 
shall be specific, -We shall refer to Georgia-42-Toombs 


wnere there is a three-phase line. I think the project engi- 
neer should decide the exact location of the meter. 
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MR, ZINDER: May I make this statement? When I say start 
negotiations, I mean this: We just try to obtain satisfac-— 
tory rates and rate schedules, and then clarify the terms. 
and conditions surrounding the rates, wnether the three-phase 
or single-phase will apply to the 66,000 volt lines or to 
the 2,300 volt lines and such matters as that. We also try 
to get a satisfactory rate schedule. In that Georgia situ- 
ation, we recognized the problem. of three-phase and single- 
phase there, and recently we wrote the company that we 
wanted to have that modified. The company replied they 
would and that if they did not agree.with what we wanted, 
they would come up and discuss it — I am expecting them 


THE CHAIRMAN: I am glad that Mr. Roewe raised those ques- 
tions because they indicate the very great difficulty of 
effecting perfect, nearly perfect or even practical coordina- 
tion of our activities. 


The development man in the beginning, say in a 
week or so, undertakes to do as much as he can. He, with 
some of the responsible sponsors of the project as Mr. 
Falkenwald has pointed out, goes to the course of power 
for rate information and begins negotiations. Obviously, 
negotiations cannot be concluded there. They must be con- 
cluded at a later date, perhaps in Washington.’ 


Now, men like you and other men in the field not 
concerned with the engineering problems, are interested in 
some phase of this and can help with the problem. The ques- 
tion is, where can the situation be grasped? Certainly not 
at the wrong place or by not knowing where the problem now 
lies. Coordination mst be effected through some particular 
section, Mr. Zinder, so, irrespective of who is participat- 
ing in the bargaining, whether it be a development man or 
sponsor and a little later a project engineer, a lawyer, or 
both, or the Chairman of the Board of Directors as sometimes 
happens, in fact whoever handles it here, ought to know the 
full situation; and there should not go from our offices 
letters from two or three different sources to three or four 
different people in the field. There should be one clearing 
place for rate information. If the lawyer is handling it, 
everybody on the project ought to know that he is handling 
it and all of the rate correspondence should be handled 
through him and proceed in the regular way. Similarly heres 
instead of scattering the handling of the question promiscu- 
ously among individuals, a specific person, familiar with 
its history up to the time he takes hold of it, should. carry 
it one. 
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This question of coordination applies to every 
other relationship and I hope that the most useful thing that 
will come out of this discussion will be a clear understanding 
on our part of how best to effect that coordination on the 
job and inside. Asa matter of fact, there are a good many 
of our people who, because of their particular relationships 
to some of the borrowers, sponsors, directors, managers and 
what not, have left a good impression, likewise there are 
others within the organization who have not left a very good 
impression. Obviously, we cannot deal justly and fairly 
with people if the latter continues. 


. I am glad that you raised that question. It should 
be raised at many stages in relation to these people, TI re~ 
peat again that when we have an average of twenty people in 
the field all of the time, traveling in practically every 
State in the United States, having relationships with hundreds, 
even thousands of individuals, who are dealing with REA or 
want to deal with it, we must take advantage of everthing 

| that is knowm about all of these situations, either by ulti- 
f lizing that information or rejecting it. We should not ale 
i low it to hang fire and should not ignore it. I say to you, 
i there is not one person who has not thought about this co- 

i ordination, not only here but elsewhere over a long period 
of years, because it is an extremely difficult job and re~ 
quires not only the highest degree of intelligence and under 
standing but the closest personal relationship between all 
of the divisions. I suspect every agency has the problem 
but we have it quite sharply and because of the large nun— 
ber of people who expect service from us we cannot do our 
job if each division persists in going alone as if there 
were no others. 


MR. ZINDER: Perhaps I really overlooked a clear answer to 
your question and that was this; We do have what I feel 

is a good coordination on the question of wholesale con. 
tracts because as Mr. Swanson and others will tell you, any 
time I get a contract, whether in the preliminary stage or 

4 not, I review it. It goes to engineering and then to 

Mr. Gilbert in the Legal Division; in some cases we corres- 
pond further and get each others views. I then send it to 
engineering again -- that applies when the question of three— 
phase or single-phase is raised. If the reply made by all 
three in that manner, is apparently the best conclusion we 
can get, then the contract is sent to Mr. Herring and 

Mr. Nicholson before it is finally sent to the Administrator 
tor his approval. ‘That is the mechanics of it. In the first 
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place; that is getting the rate in and getting the first con- 
tract, we have close cooperation with the Development Divi- 
sion, particularly in regard to the municipals and privates, 
for we have to depend on them and the original source in 

the specific areas. 


MRe PYLES: Is it not true that in this particular case, 
the development people had nothing.to do with it? 


MR, ZINDER: No, not that I recall. Jt was one of the first 
rate contracts submitted. 


TUR CHAIRMAN: I do not even know myself. I think as these 
problems arise, I must become informed about them. 1 do 

not know how the projects we are now working on have been 
developed. I have heard there was a great deal of develop- 
ment before we had a Development Section. I do not know 
‘whether it was done by one group or one set of people. I 

do not know where dévelopment starts. Perhaps we shall have 
to make an investigation of that sometime because these are 
peculiar problems. Sometimes we blame people for what they 
had nothing to do with. Does anyone have a question? 


(Question not heard with regard to generating plants. ) 


Mr. Swanson is going to discuss generating plants 
as a part of his talk. Why not raise your question at that 
time. ‘That is a long discussion. 


Does anybody else have a question? 


MR. LAKE: I should like to ask one question. I just want 
to know how often we encounter the condition of having to 
supply the primary transformers? 


MR. ZINDER: As I recall, that is quite common at the pres- 
ent time in the power contracts. It is wholesale power 
services and as such is supplied at the primary site with 
the project providing for the transformers. Where it is 
contemplated that a project is going to be broken up into. 
a number of parts, that becomes an appreciable cost item 
and where there is a project of about 800 miles, or some-— 
thing of that nature, and one point of contact, it is not 
an appreciable item although it is a factor which may be 
taken into account. My only answer is this, that in most 
cases the project suoplies the transformers. 


MR. LAKE: We could have built a temporary plant and in 
that case, what would those transformers have cost us? 
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TES CHATRMAN: Mr. Lake, how much do you think they will cost? 
WR. LAKE: About $10,000. 
THE CHAIRMAN: Who else has a question or a comment? 


WR. RAMSAY: I do not want to discourage anyone who might 
participate, from talking. The participation has been very 
limited. 


I should like to emphasize the point you made about 
the importance of this wholesale rate question. It is plain- 
ly a vital one and anybody who looks at it knows that we are 
g0ing to have to reckon with it very soon. We are going to 
get it first in connection with the projects. <A lot of 
people have asked whether they are going to pay out, and the 
level of wholesale rates will help to determine that. A 
further consideration comes very close to my immediate inter- 
ests. It is this: Thus far, to my knowledge, nobody has 
raised any question about what our projects are charging the 
farmer for electricity. That will not last. One reason it 
has not happened is that we are in the early stages of this 
program and the public is thinking about the need for rural 
electrification. When these questions are asked how are we 
going to answer them? The fellow not being served or who 
is interested otherwise will say, what about those rates of 
yours? Merely because we are a governmental agency, we are 
in no sense a sacred cow! We shall probably take more pun- 
ishient on that account, in the long run. ‘They will come -at 
us with that question, and we are going to have to watch our 
retail rates in order to safeguard our position with the 
puolic. The retail rates will depend uoon the price we get 
on the wholesale power. 


THE CHAIRMAN: You are perfectly right. It is a tremendously 
important question. In my own State of New York for a period 


‘of thirty years, there has been a struggle for social legis- 


lation -- one administration passes it and the next one re- 
fuses to appropriate funds to carry it on. That is a well- 
lmown method in my State for halting effective legislation. 
The same thing can apply. The very people who have told me 
personally that these projects will not pay out, and that 
they will be back in our laps, have quoted rates that are 


excessive and have admitted this point because rates have 


been reduced after long negotiations. It.is a thing we have 

to recognize. I like to deal with realities. I used to read 
fairy stories. I have not read one in a long time. There is 
too much going on in the world not to be a realist these days. 
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MR. ALLEN MOORE: I ama Missouri farmer and also a member 
of the Legal Division. I was out in Dincoln, Nebraska, re- 
cently and attended the first meeting ‘of the State Associa- 
tion of Rural Public Power Districts. I think an experiment 
is going on there which is going to point the way toward a 
solution of the power question. In Nebrasxa you know, ~ 
there are publicly owned plants, great power projects which 
are being financed and being constructed with Federal funds. 
During the course of the meeting, the presiding officer 
said to some of the representatives of these projects, "At 
what rate will you be able to supply wholesale power to a 
rural district?" The answer usually was seven or eight 
mills per kwh. 


The Nebraska experiment is similar to tne program 
which is being carried on in Ontario and New Zealand. Ul- 
timately I think we shall see a widespread development of 


power districts, not as a whole proposition, but as a yard- - 


stick through TVA and other sources of power such as they’ 
have there. My contacts take me to Government officiabay 
public service commissions, legislatures and others so ‘ 
have a fine opportunity to learn what the public thinks of 
REA. 1 bring this comment as a little note of encourage- 
ment and heartening for RSA. A dinner was held at Lincoln, 
Nebraska, that night with about seventy-five representatives 
of this rural power district present, There were also 
present at the meeting about twenty-five senators out of the 
forty-one members of the unicameral législature of Nebraska. 
At the conclusion of the meeting, there was adopted unani-— 
mously a vote of thanks for the splendid cooperation which ° 
REA has given to the rural power districts in Nebraska. 


TH CHAIRMAN: Thank you, that is fine. 


Did you have 4 question on this rate business, 
Mr. Lewis? 


MR. LEWIS: We have béen discussing wholesale rates. I was 
very much interested in knowing what the attitude is in de- 
termining retail rates, and whether any consideration will 
be given to the current rates as charged by the utilities 
at the present time. They may be probably a little lower. 
In some of the States, the retail rates are fairly low. 
Then they may be a little lower than the rate would show on 
our >roject. Would you consider the utility rates or would 
you consider a rate schedule higher than the utilities are 
charging? 
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Tha CHAIRMAN: You rate experts, what suggestion have you to 
offer? 


IR. ZINDER: We are on the spot. 


THB CHAIRHAN: Let me ask Mr. Herring, 


i. HERRING: There is only one thing to do and that is to 
charge a higher rate. If the project will not pay out, a 
higher rate must be paid. I do not know whether vou are 
going to run into a condition of that kind. I personally 
do not lmow of any situation where our rate is going to be 
higher than the utility rate. There may be places where 
our minimum rate is higher and should be higher than the 
utility rate but I think as a general rule, basing every~- 
thing on the cost of the first 100 kwh, that such condi- 
tions do not exist. 


Tr CHAIRMAN: Do you know, Mr. Lewis? 


fa. Levis: I fear gon run into that in Wisconsin, Michigan, 
Arkansas and Kansas =~ those four States. 


Tes CHAIRMAN: Then those are the four States where you are 
dikelyl toaruntintowms. 


MR. LEWIS: Then we come to this theory, can we raise it by 
raising the rates? 

wk, HERRING: Let us have the specific case? 

THE CHAIRMAN: Let Mr. Herring take a look at those four 
States. He does not kmow offhand of any difficulty. Then 


we come back to merchandising. Henry Ford did not sell more 
cars by raising the price. 


WR. HERRING: There is another question involved. If the 
rate on the project is too high, higher than the utility 
rate, then the project is probably not a feasible one. 


MR. ZINDER: I am-just thinking of an area surrounded by 
= Consumers! Power Company where the cost of 100 kwh is 
S Oe oO e 


THE CHAIRMAN: That is the first thing that is going to 
happen. 


IIR. FALKESNWALD: Those farmers in the area are not so much 
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interested in the rate per kwh as they are in getting elec- 
tric service even within the range of fifty cents or more. 
They will not stand on that if they get the service. 


TH CHAIRMAN: We have to deal with it now. 


MR. BRAY: Is it not true that patronage refunds will take 
care of some of the deficiencies there? 


THE CHAIRIAN: If there be any. It is going to be some time 
before they will amount to very much on anything we have seen 
so far, but the objective is to have them sufficiently large. 


lir. Nicholson has asked for just give minutes. He 
says it will be in lieu of his:place on the program. We 
shall lose no time in giving you the floor. 


MR. NICHOLSON: Mr. Carmody and I agreed in view of the 
fullness of the program, that the special assignment to me 
for this morning ought to be eliminated. 


In lieu of that, I want to express on behalf of 
the Legal Division a covenant with RHA and with all of you, 
most of you being in other divisions. I think I can make 
this covenant on behalf of my colleagues and so far as l 
know, wnat I am about to say, very simply, will represent 
the attitude of every one of them. The covenant I want to 
make for the Legal Division is one of complete loyalty to 
the Administration and to the Administrator and to all of 
his decisions; a covenant also of respect for all those in’ 
the other divisions --- respect for your loyalty, your 
integrity and your honest attempt at a solution to our prob- 
lems. This involves merely a little elaboration of the 
statement I made yesterday about the tension that exists. or 
ought to exist in the organization. As long as that tension 
is represented by a constructive interchange of ideas and 
internlay of personalities, that is fine. Hqually important, 
however, with the question of the ideas that are interchanged 
is the way in which they are interchanged. ‘When this tension 
that can be and ought to be wholesome in an organization . 
begins to be destructive and lacking in mutual respect, it 
jeopardizes tne relationship that I am sure all of us agree 
ought to exist. Now, this is a difficult thing. It is dite 
ficult in all of our relationships -- domestic, professional 
and what not. It is more difficult for attorneys than for 
most of you because in our private practice, many of us 
spend most of our time in intense partisanship. Some of us 
have had to readjust our customary approach to problems and 
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to relationships in an agency where we have little to do with 
litigation. 


I was asked to talk today on the "high-lights of 
RiA legal work" but there is one thing in which I am more 
interested than a high level of legal efficiency. . That is 
a high level of morale in our common undertaking. I should 
like to see RHA make a record in Government activity for a 
closely knit performance in which constructive differences 
oY opinion are welded together by mutual respect. So far as 
my colleagues can contribute to that end I shall be more 
proud of their accomplishment than I would be, and am, of the 
high level of their legal work. In the pressure of things 
many of us will fall short, but I hope that the word "Coovera- 
tion" which predominates in our loans will also predominate 
in the spirit of our own endeavor. 


Ti CHAIRMAN: If it were not for the very real battle that 
the utilities have made to prevent the Government from doing 
a job it has to do, there would not be this internal strife. 
This comes from the particular character of the fight and 
the different approaches that have been made to that fight. 
Graduelly, we are growing to understand that there is a 
united front in REA, to move the program forward, even if 

we have to push aside some of the sacred cows and dead cats 
of the utilities. It is going along in different ways but 
the program is advancing and we are all working in that direc 
tion. But on the whole, in referring to his interest in 
having an engineer on the right character on the project in 
iinnesota, I said to Mr. Gundershaug, "We are interested." 
He said, "I amvitally interested. I know these Minnesotans. 
I nave been out there." I said, "You are not more vitally 
interested than every representative of REA and when you go 
out in the field, each of you, no matter how vitally inter- 
ested you are in the problem, you are no more vitally inter- 
ested than we are here at home. We may not get the fight 
you do. If the thing you are vitally interested in is the 
right thing, we will be vitally interested in it too, 

liz, Gundershaug and Mr. Jones." 


Tomorrow, Mr. Swanson, may we begin with your 
paper? We shall not neglect the end of the program. ZEvery- 
body has said the end would suffer. We shall begin at the 
end and go back. We now stand adjourned until tomorrow 
morning. 


(ADJOURNMENT 1:00) 
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Washington, Di C. 
February 4, 1937. 


The fourth session of the Administrative General 
Staff Conference of the Rural Electrification Administration 
was called to order 9;00 a. m., Thursday, February 4, 1937, 
by the Honorable John M. Carmody, Deputy Administrator, 
Chairman, | oxi 


THE CHAIRMAN: We shall now hear from Mr. Swanson on develop- 
ment of generating plants. 


MR. SWANSON: Mr. Carmody, the subject this morning is "When, 
Where and How to Allot for and Build Generating Plants". In 
Mr. Zinder's talk yesterday he discussed at some length the 
problem of rates. I presume that, ina measure, answers when 
you should build a generating plant. I might say that first 
the chances are that you would build a generating plant when 
the rate that had been offered you by some other supply was 
not the right rate, or again, *“f there was no power supply 
available at all. 


I do want to make two or three points in connection 
with that, and I hope you will not consider it as more or less 
repetition, but it does happen that oftentimes the rate that 
is offered, say by the power company or the municipality that 
is nearest to the project, may appear on the surface to be a 
low and reasonable rate, and yet when you take that power and 
convey it into the center of the load it may not be the same 
rate at all. You appreciate that that is because you have 
added to it the amortization, carrying charges, and loss in 
getting the power over into the center of the load. 


Let me put a few pictures on the blackboard here. 
I think to develop my point on that I should show at least 
one or two projects that have come to us that probably 
bring out our point a little more clearly. In order to em- 
phasize our point I may have to adda little bit to the sit- 
uation. 


I want to show you first an area like this (indi- 
cating). For instance, we can take a barrier which we could 
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say in this case is a river, and it so happens that a power 
supply is located over at that point. ‘The development, of 
course, covers an area of counties, something like this, we 
can say (drawing on blackboard) « I believe there was also 
some area below here. r - 


In first considering the project it seems they 
found the load beginning from this point and running out 
that way, but when the project comes to us from the engineer 
for the sponsor, we find that the bulk of the load is cen- 
tered out in this area here. Therefore, we get a cross~ 
hatching of lines there (indicating) with a little leaning 
over into this next county, with this tapering off to a 
lesser load out’to the center of supply. Adie 


The question before us is, when should we build a 
generating plant. I. think that the rate over at this point 
wag around 1.1 cents per kwh, or something like that. We 
can just take that as a point for the moment. Of course, in 
bringing the power from here over into near the center of 
the load, a rather heavy transmission line would be neces- 
sary. Obviously, the cost and amortization of that and the 
losses on the line must be added to this rate down here, 
which would bring that rate up in the vicinity of two cents 
per kwh, according to the figures that we made on this par- 
ticular project. 


The question with which we come back to the Rate 
Section then is to check our figures and find out if the 
calculations that we have made are correct; and in case —~ 
I may have to change the situation somewhat to illustrate 
my point. -- we find that the rate at that point up there 
would be 2.1 instead of 1.l, that is a wholly different 
picture than it was, assuming it may have been considered 
for allotment. So the question now is, is not this the 
time and the place to consider a generating plant? That, 
of, courses. 16 passed on to the administrators for their 
decision. 


I just wanted to show you that, as a problem 
which will answer in a measure, "When should we build a 
generating plant?" 


Now, I should like to show you another point. 
Supposing we have a development, a series of counties, we 
can just spot them on here more or less in the form of 
squares (drawing on blackboard). It does not happen to be 
like that, but it will do. In the development of a group 
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similar to that, of caurse, these things do not necessarily 
follow in proper sequence. Oftentimes. they may start here 

and skip there, (indicating) , and just sort of jump around 

wherever the demand may originate. 


It so happens that out in Iowa we were presented 
_with a series of counties, whose engineering problems we 
were to consider. We found that, first, the power supply 
that was available was not fully adequate, moreover, there 
was some uncertainty as to the availability of it at all. 
The question came up of putting in a power plant. Quite 
naturally you would assume that the thing to do was to put 
a plant somewhere in the center and radiate from that, but 
in this particular instance it so happens that the power 
plant located in the center would be unable to deliver power 
over to the farther limits east and west without assuming 
excessive loss. So in considering the problem we more or 
less concluded the thing to do was to get within economical 
distribution limits by locating a plant, say, there (indi- 
cating) and another plant somewhere over there (indicating), 
and then radiating from there out to the load. 


There is the question again, "When should we build 
a -generating plant?" In that case we say that there is an 
ideal opportunity to put in two generating plants, not just 
one, because the losses and amortization expense on two 
plants, you will find, would still be less than on one larger 
plant located in the center. That is really when you should 
build a generating plant. 


Now, I want to go into the problem that when you 
consider building a generating plant you are getting into 
something that is exceptionally technical. There are not 
many engineers in the country who have had a great deal of 
experience in designing and building generating plants. 

It is more or less a specialized field. You can waste a 
tremendous amount of money and run up expense very rapidly 
unless you surround yourself with competent engineering 
help. I am very sincere about that. We find that a good 
many of the engineers that come in contact with us are 
wholly incompetent when we come to generating plants and 
are more or less influenced by the manufacturers themselves. 
There is a great deal of difference between engineering and 
sales engineering. 


I am purposely refraining from the use of the 


word "Diesel", In my small group down there I object to 
the word very much, because I think that is something that 
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people are beginning to accept as a generating plant and 

the only answer for a generating plant. It is not always 

the answer for a generating plant. -I have noticed it has 

been referred to in these sessions, and I think it is really 

a mistake to refer to it always that way. You should, of 
course, just ask that consideration be given to a generating 
plant, and not always think that the answer is a Diesel plant, 
because Diesel is only one of many methods of generating power. 


; The cost of generating power by a Diesel plant is 
not always the cheapest. It depends on the availability of 
other fuels and, of course, on the cost of installation... 
The question is, How small a generating plant could you 
economically install? First, that will be controlled some- 
what by which particular plant you propose to build. Natur- 
ally, you can install an oil plant in smaller capacities and 
operate it more efficiently than you can install and. operate 
a steam plant. But I hope we shall not lose sight of the 
possibility of steam engines, or even steam turbines, when 
we come to the larger.sizes, and of the coal or other fuel 
for producing the steam. » 


I note a great deal of attention has been given 
lately to the matter of oil engines, and particularly to 
Diesel. There have been a great number of changes and im- 
provements made, but it has a long way to go yet when you 
get down to the smaller plants. 


I should like to say —- and this is my opinion; 
I do not think I am wholly supported by our engineering 
group on it -- that when you get down below 400 kilowatts 
demand, you are getting, probably, a bit too small for a 
generating plant. You should dig around pretty carefully 
in locating some other available supply, particularly from 
some company.or municipality, or else enlarge the project. 


I think oftentimes it is perfectly all right to 
say that if we cannot get a power supply, we will put ina 
power plant. There is no. harm in it at all, and it does, 
keep the project together and does give you a chance to en- 
large it. Oftentimes, it acts as the wedge or bargaining 
point in getting a better rate. 


A great deal of attention has been given to the 
cost of installing a generating plant. Inasmuch as there 
are many factors that enter into that, it is going to be 
difficult even to venture a guess as to what it may cost, 
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but I know. you are expecting me to say something about that 
and I am just going to say this, that it is safe enough, as~ 
suming that conditions are equal, to say that you can pay 
anywhere from $100 to $125 per kilowatt installed. That 
would include buildings and switching equipment such as you 
would normally have. I say between those two figures is 
about right; maybe if you multiply by $115, you are not get- 
ting very far off. That is going to vary when you get into 
the larger steam plants; it is going to come down. When you 
get into the larger: steam engine plants it is going to come 
down again, ‘eile | 


There is one thing I want to go back to for a moment, 
and that is, when you come to putting in a power supply you 
want to make certain that you do not figure on that plant be- 
ing too large and covering too much area, because there are 
operating limits to which that plant can go, to the point where 
it gets away from rural electrification and goes into high line 
construction and high line operation. 


In locating a site for the generating plant, it is 
well for you men that are in the field to bear in mind that 
it is advisable that the plant be located, first, on a rail- 
road siding, and secondly, on or near a river where a water 
supply can be had readily at a reasonable cost. You must 
remember that if you have to build railroad sidings from the 
main line into the plant, that this expense must be included, 
and that if you are located a distance from a river or water 
supply you have to pipe it in; or, if you are not on a water 
supply, it necessitates the drilling of wells. All of these 
additional expenses, if incurred, must be added in. So it 
is just as well when you say that, "This particular farm is 
‘okay' for use for the generating plant", to look around for 
the river and the railroad. 


‘There is a big’ problem involved in the operation 
Of the generating plant. It is not a toy; it is /a very 
highly mechanized piece of equipment. It has to be properly 
installed and well taken care of. I certainly hope that 
when we get to the point when we. install some generating 
plants we shall all be careful in selecting the operators 
of these plants, because, obviously, the gentleman who has 
charge of that plant must be a trained and skilled engineer, 
preferably one who has had experience in the operation of 
that particular kind of plant, meaning that you canno t walk 
a steam-man into an oil plant or vice versa and expect him 
to produce best results immediately. At least, Lc) Is inot 
a job for this Ford mechanic that we heard so much about, 
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who is always available in the area and has the answers to 
all the problems. He is not the kind of man that you want 
to put in these generating plants, because he can do a 
tremendous amount of damage and he can run up a tremendous 
amount of expense if he has not been trained in the opera 
tion of one of these plants. | ay ign abe @ 


Another thing I should like to say, too, is that 
in selecting the size of the plant, it is perfectly all right 
to be optimistic and to talk big figures and say that this is 
the real answer, and all that, but you want to bear in mind 
that the generating plant has to grow with the load. That, 
of course, is a decided advantage in favor of generating plants 
as against the purchase of power. You can build your build . 
ings large enough and provide your switching facilities and 
water and oil facilities, for instance, large enough to take 
care of additional units to be installed later on. 


We have developed in the Engineering Section a series 
of sketches showing some different sized buildings that may be 
used, and providing in their foundations for possible three 
units, starting off with probably two to begin with and increas- 
ing to a third unit later on. 


That does give us flexibility that is very helpful. 
I know in discussing the matter of rates with the Rate Section 
we always have to be careful that we do not over-build when we 
are considering the project, we have to keep at least within 
the first two or three years, knowing that as the project grows 
we can easily and without a ereat deal of expense enlarge the 
plant. 


When we come to consider generating plants.we are @0- 
ing to be faced with this problem of salesmanship. I know that 
the various Diesel manufacturers have all sorts of dollar-down 
and dollar-a-week propositions to offer; when they come to them 
you want to keep your fingers crossed. There is nothing cheap 
about their proposition at all. They really. do not have any thing 
more to,offer than other manufacturers, so far as that is con- 
cerned, As a matter of fact, I think you will find that when you 
go into that question of financing, all of the Diesel manufacturers 
will bid practically the same. The only way to get advantage of 
the prices that they offer is to include in your specifications 
enough switching equipment and other gadgets so that they can 
keep throwing in more and more. They have brought their prices 
together pretty well. In talking with a gentleman from the West 
the other day, he was telling me: that the last proposals that he 
has seen were almost dollar-for—dollar alike. 
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I want to enlarge & moment on the point that was 
made yesterday by Mr. Wood. : I think it is a very important 
point, and to my mind it is also a very disappointing feature 
of our whole program. That is, the failure, in my opinion, 
of the municipalities to come through. I think Mr. Wood has 
given us the answer, but I think that is not the answer that 
we should accept. I think it is going to mean that some day 
we are going to have to go out to one, or two, or a dozen of 
these municipal plants and, doing it in a friendly way, and 
as nicely as we can, try to show them and their citizens, if 
necessary, what their actual, costs are. 


I feel that the municipalities could have been of 
much more help to us if they recognized this load as their 
load and would stop thinking that they were confined within 
their own corporate limits. 


I have felt very keenly about that for some time, 
long before I came with the REA. I think Mr. Falkenwald 
and I had an early experience on that up in New York State 
on what I believe was the first trip that both Mr. Falkenwald 
and I made. We actually got into a city, a sizeable little 
town, with an ideal generating plant and a nice group of folks 
operating it. JI had known them for years. We talked long and 
hard with them about getting them to help us, and about their 
furnishing power to the rural areas. But they had no interest 
whatsoever in what the farmers did outside. They were inter- 
ested only in piling up profits so that they, the operators, 
could use these profits to reduce their taxes. I think that 
was an eye-opener to both Mr. Falkenwald and me. 


In passing, I also want to make this observations 
I am afraid we are inclined to get a little bit away from 
rural electrification at times. I am afraid that we are be- 
ginning to talk something that really is not within our prov— 
ince; that is, we are stringing our projects out and necessi- 
tating the installation of entirely too much heavy construc- 
tion, which is putting us pretty close to that thousand dollar 
line which we promised the Administrator we were going to get 
under. We have to get back to rural electrification. 


The part generating plants play in that is very, very 
important. A generating plant properly installed, properly lo- 
cated, and with the proper equipment, can beat any rate that 
T have seen that has been offered by any of the private com- 
panies, and I am almost willing to say -- by any of the munici- 
pal groups that have come to my attention. 
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There is only one advantage to a power supply offered 
by private power companies, and that is this: They have lines 
that radiate through large sections of our projects, and we 
can tap onto their lines at many points, and this does reduce . 
the cost of construction by not requiring the installation of 
heavier tie lines, though it does give:us a non-integrated proj- 
ect. UR 


I am very anxious to see the time when we can actually 
put in a generating plant, and I think we in the Engineering Sec- 
tion are going to be guite jealous of that opportunity, and we 
are going to be very insistent that we do not get off on a tan- 
gent on the first plant. To do that, we are going. to ask that 
we be permitted to select the engineer who will have charge of 
the installation, and we shall ask also that we be permitted to 
place a man on the job, knowing, that we have gentlemen in our 
section, like Mr. Wood, who have had a great deal of experience 
in the installation of Diesel plants, and knowing that we can 
save much in the cost of installation by being right on the job 
and seeing just what is being done all the time. 


When you come to install a generating plant in the 
North as against. the South, you have a different set of factors, 
and a different set of costs. I know the folks in the South 
are inclined to want to house their equipment in metal build- 
ings. That has been put up to us by our friends down in Texase 
We are not in agreement with this. We believe in erecting some— 
thing that is a bit more permanent. There is nothing so simple 
about putting in a generating plant, with all due respect to the 
comments that were made yesterday about putting equipment on 
wheels and toting it around. It may be an answer for small capac- 
ities, but it is not the way to do ite 1 think the answer is a 
more substantial one. 


We at present have one set of plans and specifications 
for a generating plant in the office, and we have an engineer 
and an attorney out in Iowa now working up the details in con 
nection with the two plants we are proposing to install out 
there. The other plants that have been up for consideration 
have more or less sloughed off to the sidelines. I presume, 

Mr. Carmody, that I should ask if there are any questions at the 
momente 


THE CHAIRMAN: Let us put it this way, Mr. Swanson: 


The Administrator has come in and he has other appoint- 
ments, and he would like to get through as soon as he can. Sup- 
pose we let the discussion go over until he has finished; then we 
will go through with the utilization a little bit, and then we 
will get back on this discussion. I thank you very much for your 
talk. It was excellent. (Applause). 
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If we were not béhind in our program, this day would 
be devoted entirely to discussion of load building, utiliza- 
tion, education, and those things that go with that part of 
the program. We may have to take a little time later in the 
day to discuss Mr. Swanson's paper. For the moment, the Ad— 
ministrator will start the discussion on load building. Mr. 
Administrator. 


Lik. COOKE: I always try to be frank with this group. Yes— 
terday morning I was truthful in telling you that I was 
delayed because of the necessity of dictating a memorandum to 
Miss McKim. This morning I was delayed because my hotel, for 
the first time since I have lived there, failed to call me. 

So if you could look inside my mind you would know that I felt 
exactly as I did —- I am not going to tell you how many years 
ago -- when I used to bolt for the door of the chapel tying ny 
necktie as I went, as I did in my college days. 


In the summer of 1983 I was talking to a lady at 
Fisher's Island. We were down on‘the bathing beach. She ob- 
served that if there were more people in this country that 
could not find work, she did not know why they did not take 
them out to sea and drown them; otherwise, she and her people 
and others like them would have to pay taxes to carry these 
people along. 


You might call that the "cats" theory of holding down 
the population, because it is what everybody does when they have 
too many kittens in a litter. 


If you approach social problems from any such angle as 
that, then any discussions of load building for rural areas is 
superfluous. You had better not waste your time on it. But if 
you believe that life in the country can and must be made at 
least comparable to life in the cities, and I should say, made 
very much more desirable than life in the cities, then it is 
worth while to give some attention to this problem. 


I liked one remark -—~ more than one, of course, but 
this one in particular —- of Mr. Swanson's, especially where he 
said, "We have our answer but we are not going to take Lt.H 


There are so many problems before this Government and 
our society today which are difficult to the point of being in- 
soluble. I believe that men and women are all in the same posi- 
tion -~ that is, if you believe the "nine old men" on the other 
end of Pennsylvania Avenue, because a woman now cannot be given 
citizenship unless she guarantees to bear arms —~ we are in the 
position of a nation going to war. These are peace-time prob- 
lems, but we do not want to have anything to do with anybody who 
runs away from the difficulties of war, enlistment and all the 


rest of it. 
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I think that we men and women have to make up our 
minds that if we are going to be the type of citizen this Gov- 
ernment needs today we must certainly shy off from the easy 
problem and tackle the difficult ones. I do not know of any 
problem that seems on the surface more insoluble than building 
load for our rural lines. But we have put our hand to the plow 
and we are going through, with your aid and the aid of many other 
* people that are interested in it with us. 


Do not let anybody fool you about the statistics that 
come ins Believe all REA statistics, of course, but as to sta- 
tistics coming from any other source, just take them with a grain 
of salt. 


For two or three years, now, in connection with our own 
work and in connection with the World Power Conference, we have 
tried to get some definitions, we have tried to get some depend- 
able statistics in regard to the rural service. 


We have tried to get them from the Federal Power Com- 
mission, the ancient and honorable Edison Electric Institute, 
formerly the National Electric Light Association, the Federal 
Central Statistical Board, and various other savants, and I have 
given it up; I shall just put a part or all of my tongue in my 
cheek and say that the average rural use is 840 kilowatts a yeare 
It does not mean anything among people who want to talk in scien- 
tific terms, but I suppose that is as good an approximation as we 
can get of the average. 


It is probably also true that the normal user of elec- 
tricity uses about 300 kilowatts a year. We have, frankly, right 
from the start, in our REA literature said that unless we could 
learn to use 1,200 kilowatts a year or 100 a month rural electri- 
fication on any broad scale was impossible. There is no one 
answer to that problem, but I need not tell you all that. You 
have been thinking about it enough yourselves. We have to at- 
tack the problem from a great many different avenues of approach. 


For me, the master road to building rural loan is to 
cut the costs. Since 1913 I have been carrying on studies in 
connection with lawsuits and for various other reasons as to the 
effect of reducing rates. You cannot point to any logical re- 
duction in the rates that have not led to increased use. It is 
the invariable rule. I think that I may have told you that with- 
in the last few weeks a man who represents large New York inves- 
tors called on me to make some inquiries, and he said that they 
were acting on the theory that the reduction of rates in operat- 
ing electric companies had no terrors for the investors, because 
invariably when the rates were lowered they made more money, 
other conditions being unchanged, than they had made before. So 
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that I think we can take it as an axiom that if you reduce rates 
the use does go up. ° - 


Ever since we started I have tried to impress on this 
group and the country the fact that we consider the reduction 
of costs of rendering this service our main function. I really 
do not care nearly so much how many hundreds of thousands of 
people are added as I am interested in the rapidity with which 
we can cut down the cost of the service, because in that way 
will come a rise in the load. 


We are trying several other lines of approach. On Mon- 
day afternoon I spoke to a member of the responsible heads at 

the Department of Agriculture in an effort to get them to take 
the initiative in picking out a certain number of proving grounds. 
We had put it up to the private companies, and.I am glad to say 
that five or six of them said, "Yes, we would like to have prov- 
ing grounds." But I have come to the conclusion that the Govern- 
ment had better move in these matters on their own using the 
private interests as advisers, because when we had a committee 
that was to advise us, we found that when anything important came 
up, each of these five or six gentlemen -- I have forgotten how 
many there were -- had to go back either to New York or Philadel- 
phia and find out what somebody else thought about it. 


So the Government is going to choose a dairying district, 
one or more, a poultry district, a fruit growing district, anda 
miscellaneous farming district, located in different parts of the 
country, and we shall try to get them in the areas of companies 
with rates already reasonably low. We are going to do something 
that has never been done before, that is, we are going to try to 
make the prosperity of these farmers our concern. We will put 
- enough effort in on it, too. If the man is making mistakes in 
his agricultural methods, if he is growing the wrong crops, or 
if there is anything we can do to help him make more money not 
primarily with the idea that he will spend all the money that he 
makes buying electrical apparatus -—- that is the private company's 
point of view, that if he earns more, one hundred dollars more this 
year than he did last year, he is going to buy a washing machine -- 
but with the idea that we want to build them up so as to make these 
proving grounds not "Happy Valleys" but something approaching them, 
somewhere people can go to see that the liberal use of electricity 
harmonizes with the mode of life that seems desirable. 


‘Mr. Ramsay and his colleagues have been working for some 


time on the implement manufacturers. Thats Luthink, is a very 
promising line of development in load pbuilding. It can be broadly 
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stated that there are no electrical implements: One of the Vice 
Presidents of as important a concern as the International Har- 
vester, told me at lunch in Chicago recently, "If a man wants. 
electrical equipment, we put a motor on it.!! As engineers know, 
that involves no redesign. It isa substitute. It is making 
use of electricity in a very moderate and inefficient way. 


To show what can be done, is this experience -- and I 
like to tell this over and over again because it is quite no- 
table: A man named Cable at TVA found that there was no erinder 
lower than five horsepower. Those who have been following this 
matter for some time know the reason for that. There was a dol- 
lar minimum charge for a five-horsepower motor, and that is.a 
very tidy little minimum to get on one piece of apparatus. But 
Mr. Cable developed a one-horsepower erinder, then a half-horse- 
power grinder. Now, I understand he is working a quarter—horse- 
power grinder. . . 10 


On the matter of the electric fence that excited so 
much interest over at Rosedale, the New York Companies called 
me up on the 'phone quite agitatedly one day and said that people 
were dying right and left on account of these electric fences; 
that given a certain moisture in the morning, if a man should for- 
get his overshoes and go out and touch one of these fences he | 
might pass out; in fact, some had passed out. So they were going 
to have a meeting. They held a meeting -- we had our representa- 
tive there -- at Cornell University. Curiously enough, they found 
that electric fences are going up all over New York State. They 
are very handy,, apparently. I am an apple grower as a farmer, so 
I do not need an electric fence. Perhaps Mr. Fisher, who harbors 
a saddle horse or two, or a cow, I understand, would know about it. 


But at any rate, the companies wanted the electric fence 
wiped out. They absolutely did not want to have anything to do 
with it. The Cornell professors, familiar with the history of 
agriculture, said that that was the attitude the private companies 
took towards the barbed wire fence when it was suggested, yet it 
has proved to be a great boon to. agriculture. They insisted that 
we keep the fence and find out how it could be made so that these 
people would not pass out as rapidly as they had from coming in 
contact with it. foie 


I do not think that. the grinder is a large current user. 
I do not know just how much current the fence does use. But as 
I have said before to this group, we are not so much interested 
in whether an apparatus builds load rapidly as we are in social 
usefulness. And while the object of this discussion this morning 
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is load building, we do not want to forget that every time you 
please the farmer with something that he really wants, even 
though it does not directly lead to large load building, it is 
going to make him more keenly alive to the utility of electric- 
ity, and therefore it comes into the picture. 


We have, up with the National Research Council, a proj- 
ect for organized research in this field. It might surprise you 
‘to know that already they are beginning to build in connection 
with our universities, research laboratories and separate build- 
ings to work on load building, and the use of electricity in agri- 
Culture. If we do not watch out they shall get a whole lot of 
cheap, inefficient buildings, and the professors inside of them 
probably will duplicate work on the same problem. So that it is 
quite important for us to find out what is being done in this field 
in order that we shall avoid duplication, and find out what is not 
being done. 


One of the most moving pamphlets I ever read was a lec-— 
ture given at Rice Institute in Houston, in 1915, by a great German 
chemist, Ostwald, in which he pointed out that we human beings are 
so apt to be like sheep and follow one another that there are fields 
in which we seem to pour all the money and all the brains, and we 
find out so much about them that we cannot use all of it -~ cannot 
use all that we know; whereas, there are other fields which, for 
one reason or another, do not capture public interest or the inter- 
est of the engineers and the scientists, and nothing is done about 
them. And as in these fields where we know too much, where great 
savings are pushed out on a beautiful front, if you get them out 
too far you get pinched, you get picked off. You had certainly 
better not push out so far; you had better push out with the line. 


As a result of this National Research Council effort we 
had to get going; we had to find out in the first place what is 
being done, and then, from such people as Westinghouse, General 
Electric, and others, that have a big, broad view of the electri- 
cal field, we had to find out what is not being done. 


There has been a suggestion made to the Utilization Sec~ 
tion that interests me. A Miss Manakowski of St. Louis County, 
representing the BElectric Company there, went out and sold electri- 
cal appliances, particularly stoves. I think their proposition 
was, "If you put a stove in, you can connect up to our line." So 
they all put stoves in and after all were connected up they asked 
Miss Manakowski what they should do, that they did not want these 
stoves, that they had coal stoves and oil stoves and what would 
they do with the electric stove? They had tried to use the electric 
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stoves and they did not seem to work. Should they just throw 
them out on the road or put them in the river, or what? 


She went to the company and said, "Now, let us hold 
these stoves. These women do not know how to use them, and I 
think they can be taught." So she divided these families up 
into groups of fourteen. She went to their houses -- they were 
truck growers, most of them -- and got the food, and picked a 
certain house, and on a certain day she gathered the housewives 
from these fourteen families and she and her assistant cooked 
a nice meal on the electric stove. They had a fine party, and 
the result was that there was not a single stove thrown out. 
They threw out the oil stoves. 


This year she is working in the same way on water 
systems. She has gone to the company -~ she is a county home 
demonstration agent -- and told them that they ought to put in 
water systems. The company was very indifferent. I guess she 
said "Well, if you don't put in water systems I am going to 
work it that those stoves come out," for at any rate they came 
across. This winter she and they, between them, are doing a 
job of putting in water systems. | 


We are now trying to get Miss Manakowski to come up 
to Boone County, one of our projects, to see what she with her 
experience can do to help build up load on that line. 


There is a difficulty that we have that private com- 
panies do not have. They talk about their 860 average, and 
that is all right, because it is over their entire area. But 
we have to have each of our lines show a nice average of 1,200 
or thereabouts in order to pay out, so our problem is more adif- 
ficult. For that reason, I believe we will make more of a con- - 
tribution to utilization or load-building. 


I believe that only if you are up against it’ or if 
you have a difficult problem, you really accomplish something; 
we are going to show the private industry how to accomplish this. 


I have tried to paint the picture as a difficult one. 
I have tried to show you that we are pushing from a number of - 
different angles. I should like to leave with you the thought 
that each one of you can probably, if you give the matter some 
thought, make some contribution. I do not mean that you are 
going to jump us from 850 or whatever it is to 1,200, but that 
you are going to be able to make some suggestion to our Utiliza- 
tion Section or to the general administration, or some thought 
that we can put out in the News, something that is going to make 
your little contribution to this subject a big one. 
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' I never like to leave an audience discouraged about - 
a thing. I want you to know that I glory in the fact that it 
is a difficult problem. If REA can solve it, you will be en- 
titled to the best in Uncle Sam's House. But it is not as 
hopeless, perhaps, as most people think, nor quite as difficult 
as I have tried to paint it. 


At a long conference with James Simpson, who was for 
many years, you know, the head of Marshall Field's and is now 
chairman of the Board of the former Insull Companies, -- I 
should not like to say that he has taken Mr. Insull's place, 
because I have too high a regard for Mr. Simpson, but he is 
doing Mr. Insull's job in a somewhat different fashion -- we 
talked about this question of utilization, and he said that he 
has gone into it. They occupy practically the whole of North- 
ern Illinois, possibly a little better territory than some others, 
but not an outstanding agricultural district. He assures me that 
within three years they will have 90 percent of their farms con 
nected, and they will have an average use of 1,500. That gave 
me a good deal of confidence that we can accomplish as much or 
even more. 


Some kind friend tells me that Doctor Ostwald's pamph- 
let is entitled "System of the Sciences," and was published by 
the Rice Institute in 1915. If you want to see a nicé study by 
a very great man as to how problems of this kind are attacked 
and how you cannot afford "to put all your eggs in one basket", 
to follow one line, but have to broaden your approach, you look 
that over. 


Mr. Carmody, I guess that is about all I have to say 
on the subject. I know we will get there. 


(Applause. ) 
THE CHAIRMAN: You have both license and liberty here. You are 
the judge of what you want to say. Some of us may feel restricted, 
but certainly not you. You have the ultimate responsibility. 


(Discussion off the record.) 


MAJOR WERTH: I am a vibrating engineer, that is, vibrating be- 
tween the Engineering Section and the Development Division. 


In discussing Mr. Swanson's very interesting paper, 


which covers the generality, I should like to contribute a 
specific example. This is a lake (drawing on blackboard), one 
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of those lakes that Mr. Swanson said was necessary for the loca- 
tion of a Diesel oil: engine plant. Here is a power. company. 

Here is a thin portion of a territory to be served. Here is the 
thickly settled portion, designated usually by us as the "cream". 
Here, in the "cream section," we have a fat key farmer -- perhaps 
he might be represented by Ward Freeman —- an eminent plate 
passer and mortgage forecloser, who is the president of the Farm- 
ers National bank. Then perhaps over here is a thin farmer, Hank 
Zinder. Hank is over here in this thin territory. He may or may 
not have a mortgage at Ward's bank. If he does not have one now, 
he probably will need one a little later. 


Here in the thin territory am I. I was graduated from 
college, two years ago. Russell Cook gave me a job. The presi- 
dent of the college recommended me and Dr. Craig has circulated 
me for one year -~ I shall finish next July -- through all the 
departments of the REA. So I have been hired by this coopera- 
tive for the purpose of being their engineer manager. I am 
twenty-five years old —- and if you will believe that you will 
believe anything. Naturally, I want to develop this Gob see 
have already been hired to come out and build this thing; I 
want to see it going. That is my particular job. Qn the other 
hand, the local manager of the Public Utility Company, say 
Charlie Falkenwald, also wants to sell his juice, and he quite 
properly, knowing his district, has already circulated over 
here in the "fat" territory, calling on the farmers, particu- 
larly this fat key man here, explaining that the power company 
is prepared to spend its money to get into it immediately — 
that for 55 kilowatt hours, a minimum bill of $3.00 is right 
in order -~ and they are ready to go right now. So the issue. 
is joined. I want to see this whole territory, "skim milk" 
and "cream" territory served. These particular people -—— 
Charley's -- want to see the "cream" of the business developed. 
Where am I going to go to buy wholesale juice? Do I have to 
go to my competitor? Very naturally he is in no particular 
hurry to quote me, whom he regards as an unnecessary middleman. 
So what are my alternatives? A distance of 170 miles: to the 
north is a Government generating plant. The Government man 
here in Washington assures me that sometime there will be juice 
available from that plant, but not immediately. There is 
another plant down in this direction, and they have juice there, 
but.it is for an irrigation project, and it will not be avail- 
able for twenty~four hours a day and for twelve months out of 
the year. I am not one of those who see eye to eye with the 
Chief Engineer of the REA, Mr. Swanson, in regard to the tempo- 
rary plant... I think the temporary plant has its use, and al- 
though a Diesel plant if very well built, capable of lasting for 
the twenty years of our bond issue, could be installed here and 
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meet the requirements, it would be obsolete when cheap Gov- 
ernment power becomes available. It does seem to me that a 
temporary plant, perhaps using belted generators, with higher 
speed, weighing less per pound, costing less, possibly driven 
by gasoline motors costing less and of higher speed would have 
a lower obsolescence in dollars per year. Those of you who are 
familiar with city pumping plants no doubt have seen the gaso- 
line engines which are used there for the purpose of doing 
auxiliary pumping. My plea to you is that you shall bear with 
me when I, supposedly as a young project engineer located here 
in the skim milk territory, want to do something constructive 
and immediate. When you think of these alternative sources 
from which we can get the juice to the job, do not overlook 
any of the bets. That cheaper gasoline engine plant with a 
useful life of four or five years is a factor which deserves 
Consideration. The mobile Diesel plant can be moved to a new 
and useful location. 


Among those questions which Mr. Swanson covered, he 
covered the "when" and "how't, but he did not cover the TPs 
If I have enough strings to my bow, I can call upon this key 
man in the "cream" territory and say, "Mr. Key Farmer, of 
course, as far as you are concerned it does not make any dif- 
ference to you; you are here, you are in thie fat-territery, 
therefore, you will get electric service on your farm in any 
event, either from these people if they build it or from us 
in the new cooperative if we build it, so that you.are ina 
position to have service either way. Put Sl calbison vyourior 
your assistance in electrifying this entire project, the 
"thin" here as well as the "thick" here (indicating). You 
have a mortgage covering this "thin" naniticufarm(¢ei, he, due 
to electrification, increases the value $10.00, an acre, the 
equity which you have in your mortgage is increased. There 
fore, as a citizen of the whole county, as a man to whom all 
these farmers look, I appeal to you as the key man to put 
this over for the whole county." Then if his answer is Nokay", 
maybe Mr. Swanson will not have to build his oil engine or his 
movable Diesel engine plant at all. 


Thank you. 
(Applause. ) 


THE CHAIRMAN: Is there other discussion? Mr. Herring, do you 
have a comment or comments? 


MR. HERRING: I really think the problem as to when generating 
plants should be puilt is largely an economic one. If current 
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can be obtained from some existing source, whether it is a 
municipal plant or a private utility, at any price that is com- 
parable, all things considered, with the cost from a proposed 
generating plant, the answer, to my mind, is to contract for © 
the energy needed, from either the municipal plant or the pri- 
vate utility. If there is too broad a spread in the unit cost 
of energy as between an existing source of supply and a gener- 
ating plant, the answer would be to build a generating plant. 


Generally speaking, I believe that a minimum of some- 
thing like 500 customers is necessary to warrant the installa- 
tion of a generating plant. In other words, this number seems 
to be the minimum number that is required to get reasonable 
efficiency at, and a reasonable cost from, a generating plant. 
With this number, a demand of about 150 kw would be indicated, 
which would warrant the construction of a reasonably sized 
plant and, by the same token result in a reasonable unit cost. 
Of course there are situations when plants must be constructed 
for materially fewer than this number of customers. In those 
places where energy is not available from any other source, a 
generating plant is a necessity. There are, however, remark- 
ably few places where a project of any size could be set up 
that is not within transmission distance of an existing supply 
SOULCE. 


I am inclined to agree with Mr. Swanson in his state- 
ment that in a majority of the energy contracts so far executed, 
the cost of energy is higher than it would have been had we in- 
stalled our own generating plants. 


Another factor which we always have in mind in con- 
nection with generating plarits is the hazard connected with 
them. They must be operated by men thoroughly competent and 
experienced with the type of generating equipment used. If 
they are not, costs will immediately get out of line. There 
is with these plants the same possibility that exists with all 
pieces of heavy equipment, the change for an accident that may 
entail heavy expense for replacement purposes. If this ex- 
pense happens to come in the first few years of operation, the 
cooperative will have no funds to provide for it. In other 
words, my feeling is that if energy can be purchased from an 
existing source at a price about equal to that of energy from 
anew generating plant, or even at a price slightly higher -——- 
and by that I mean a very small difference -—- it is better to 
purchase from the existing source. 


I think those are the only comments I have, Mr. 
Carmody. 


MR. WOOD: Mr. Carmody, in reference to the remarks made by 
Mr. Herring in connection with what Mr. Swanson has said, it 
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seems to me that it is, as. they say, purely an economic ques- 
tion, but I cannot agree, quite, with the statement that 500 
customers will justify a plant of any nature except in very 
exceptional cases. 


THE CHAIRMAN: What is the number? 


MR. WOOD: I think anywhere from 1,000 to 1,500; probably not 
less than 1,200 to 1,500 customers ordinarily would justify a 
plant, except in cases where we have conditions that make the 
construction of a plant imperative. 


. Then there is another point that I should like to 
make, and that is along the line of what we might call public 
ownership or municipal ownership in cities. Even if the rate 
approximates what we would have to pay to an independent com- 
pany or to an independent source we are still gaining some- 
thing because we are buying something for our customers that 
they would not get otherwise. 


It is true that a central generating plant may not 
have a life of more than twenty years, but it certainly has a 
considerable value at the end of twenty years, and they are 


gaining that much. 


Another point is that a central generating plant some 
time in the future may have a considerable value as standby 
service when the Government-owned plants become more widespread 
then they are now. They will have some certain value as standby 
plants then. 


I think those points should be taken into considera- 
tion when we are considering the central plants. 


THE CHAIRMAN: There is a wide space between 500 and 1,500. 
Who is going in through that space? Mr. Pyles, you shook your 
head. Were vou ready to make a statement? 


MR. PYLES: No, except that I feel in many cases the installa- 
tion of a plant with 500 customers would be warranted if the 
cost of the installation of the plant were not too great, and 
if the price charged for wholesale power at that particular 
location were not too high. 


THE CHAIRMAN: Mr. Wood said it was an economic question. 


MR. PYLESS Yes, it is purely an economic question. 


kes 


Rs Bs S27oG 


THE CHAIRMAN: It is a question of what is economically best 
then. pri tg 


Mr. Long? 


MR. LONG: Mr. Chairman, in regard to the installation of gener—- 
ating plants, while it is true that the more customers you have 
the more feasible the installation would be, yet from my experi- 
ence with plants with which I have been privileged to have any ~ 
connection, I find many municipal plants in very small towns, 

for example, like Renwick, Iowa, where the town has not over 150 
population, yet the plant is generating electricity and serving 
600 customers practically as cheaply as Sioux City or Des Moines. 


What constitutes the lowest number? I think that Mr. 
Herring's statement of 500 would be just as applicable as the 
statement of 1,500. Many towns and municipalities are very 
successful in the operation of plants in small sized towns. 1 
do not think that the operation where we get down below 150 
kilowatt hours would be feasible because of the heavy overhead 
expense, engineering salaries, and so on; yet I do think that 
500 or possibly even 400 would constitute a minimum that would 
be a successful number in the operation of a plant. 


MR. BACON: I just want to ask a question as to whether or not 
natural gas can be compared with Diesel for use in a generating 
plants 


THE CHAIRMAN: Mr. Swanson will answer that. It is a fuel. 
MR. SWANSON: Yes, very much so. 


I wanted to ask Mr. Long one question. He refers to 
this municipal plant as having a low rate. You must remember 
that your load factor in the municipal plant is wholly differ- 
ent from the load factor that will occur in a rural project. 

Out of the load factor you get your use factor, With the munic- 
ipal plant, having a daytime load and some industrial loads, 

you are using power practically all day, and of course, at 
night, whereas in the rural project you have a load factor of 
about thirty-five percent or less, not more. So it becomes 
only a matter of cost of production. 


MR. WoODs Just one more word in regard to Mr. Long's state- 


ment: You must remember also that the investment in lines in 
a, town is much less per customer than it is in the rural lines. 
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THE CHAIRMAN: That is right; they are not exactly comparable, 


MR, LONG: In regard to that, I wish to state that the dis~ 
tribution system away from the line must take care of its own 
operating expense. I .am referring only to the operating cost 
and the generation cost at the switchboard. The outside lines 
have nothing to do with that any more than they have in town. 


MR, WOOD: Except that it costs less per customer, 


MR. ROLISON: My experience has been, in connection with small 
generating units of the type of which Mr. Long speaks, that 

it is not the fuel oil and the lubricating oil that is So 
important, but rather it is the labor for operation. Ina small 
town probably the operator is also operating a water plant, and ~ 
he is probably doing many other things. .The city clerk is 
probably collecting the bills. This plan gives a better and 
more economical set-up than is obtained by establishing an in- 
dependent, separate institution to operate an independent organi- 
zation, 


Another point that Mr. Wood made, adding to what he 
said, is this, that even though these plants are bought and are 
used for 20 years, there is some value left. There is more than 
that. I happen to have had some practical experience in this 
line, in the city of Palo Alto. For a number of years, Palo 
Alto generated all of its own electricity with Diesel plants. 
In fact, I was in Palo Alto when they installed a 4-cylinder 
Diesel that was built in Germany, about two weeks before the 
war, It was quite an event, and a good many of us went down 
to See it installed. Their Diesel plant at the present time is 
Somewhat obsolete, but they are still operating a certain per~ 
cent of it, for the reason that most of the wholesale energy 
rates that we have are based on a demand and energy basis. By 
having these old Diesel plants without any particular value in 
communities and operating them on off-peak loads, the rates are 
reduced considerably, of course, always dependent on the way 
the wholesale rate is based. 


But invariably the wholesale rate is based on a de- 
mand and energy basis, which, means that if you can take care 
of your load during the peak hours with a Diesel plant, a short 
period of probably three or four hours, it reduces your ulti- 
mate cost considerably. I think that is in line with Mr. 
Wood's contribution stating that it. is beneficial to invest in 
a plant. 


THE CHAIRMAN: There are several factors that would enter into 
a decision of that kind, are there not? Fundamentally, the 
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decision ought to be made on the basis of comparable costs and 
comparable results over a period of twenty years, taking into 
account every element that can be anticipated, 


One of the reasons that no wn, Ai has oe started 
in the State of Washington is that the president of the power 
company, from whom we ought to get juice, has maintained from 
the beginning that the borrower shall never sell electricity 
for less than the retail price charged by the company. The 
Administrator rejected that and has rejected it consistently, 
and it has caused several months delay. Now, the proposal is 
that the borrower shall make a profit on his business, or not 
lose money. If I had-the last word, I would have ushered the 
man out of my office; inasmuch as I am a Government employee, 
and would have decided right there to build a generating plant. 
I think it is an insult to the United States Government for 
any private corporation to require that its books be audited 
by its people or by people that might be set aside by the 
corporation to do the auditing, 3 


Under this statute the administration is responsible 
for Seeing that these projects are self—liquidating. 


It is sufficient, it seems to me, that the borrower 
pay him the price agreed upoh. Beyond that he has no interest 
and should have no interest. 


We do not know what will enter into some of these 
things. Mr. Herring has said that it would have been better 
if we had built some plants. Well, if that is true, it is 
about time we quit indecision, at least. We ought to decide 
whether we are to build them or not. If we are going to build - 
them, let us build them. If we-are not, let us wash out. But 
let us not be rubbed out all the time by people who have a 
selfish interest in seeing us nét do it when it should be done. 
I think there are brains enough in this organization to deter— 
mine when a plant ought to be built and when not. If we deter- 
mine that it ought to be built, we ought to have the courage to 
make the decision to build, and then stay with that decision. 


It is not good psychology to threaten children, and 
L£ Mo"not think*To" ts good psychology to threaten power com- 
panies, We complain that they play politics with us and with 
Government operations. We are the ones who seem to have been 
playing PolLivicerrerL think we have to quit vacillating, telling 
them one day we are going to do a thing and telling them another 
day we are not going to do it yet, but we will do it. - I do not 
think we ought to be in that business. I think we ought to get 
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the'facts and act accordingly. We ought to be fair to utilities 
and manufacturers. and: other wendors: thatcis all. And let us 
not say they are not fair to us until we are sure that we are 
fair to them; and we are fair to them when we protect the’ 
anvenests of: rural Deopee in the way the. statute provides. 


Mrs. WARES. are you prepared to teke Miss KnedBuhiis 
discussion now before we go on with the next one? 


MRS, HAINES: Bs should be very aiad to do Te 


THE CHAIRMAN: All right, Miss KnewBuhl cannot be here, and 
She has asked Mrs. Haines to give her.reports and her dis- 
cussion to tiie Ans SBEBC Gs : 


i! think sacs enay knows Mrs. ‘Haines, who has been 
eck, the Utilization Section a long time and has visited terri- 
tories with a good many of the field people. Mrs. Haines. 


MRS,. HAINES: Mr. Carmody..says that I am here to take Miss 
KneuBuhl's place. With your permission; I should like to say. 
that I could not take her place. I am here to do a’ task for her, 


Libs ‘Seemed to me that in hie. days of our Caumencitie 
"education" was. thrown out of the window. It was rather in ‘dis- 
repute. Yesterday and today I think it is at least inside the 
house again. 


Adult education, the TVA people say,: is the most im- 
portant thing that has to be.done now, among the many important 
things, for the rural people. As you know, Dr..Knavp, who is 
the father of the extension work of the Department of Agriculture 
once made this statement, and.on it the whole theory of the work 
of. the Extension Division of the United States Government is 
based,. "Don't tell them; show then." 


On that theory I suppose our demonstration: farm in 
Virginia was developed. It has been a useful thing; it has been 
& cooperative effort, It has had a good deal of publicity. It 
has had nurturing care from a good many people. I think it 
would be safe to say that it has. caused a good many headaches, 
too, 


You might be interested in knowing that 8,186 people 
have visited that farm since it was officially opened on the 
eend of July 1936, We have had:visitors there from. thirty-two 
different countries. You may think that all of those foreign . 
visitors came during the World Power Conference; this is not 
true. We have had foreign visitors there every month since 
the farm was opened. 
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In Decenber I took-the head of ‘the Extension Division 
of Australia there, and we _ —_ oe at ae ae . 

I think wetthtya our experience in savsiageds thes SE> 
monstration ferm in Virginia may be a great help in setting up 
other demonstration centers. The criticism of people who have 
come to "Rosedale" may be of value. ; 


Of course, I am not there so much of the time, but 
when I om there, I take occasion to talk to people or they take 
occasion to talk to me. 


I think one of the most disappointed persons we have 
had visiting the farm started in on me this way — he was a New 
Yorker, end I, being a New Yorker, could "take it" — he looked 
around and said, "Well, I understood that Mr. Cooke was inter—- 
ested in soil erosion, If he is, this is a good place to start 
work." He also said a good many other things of that kind, and 
I let him say then all. ‘Then I took him end his party to 
luncheon ond got him away from the farm to a place where he 
cowuld look over the Virginia hills. We sat down and talked 
things over very pleasantly. I think when the luncheon was 
over, he realized that a demonstration farm, or a model farm 
could not be developed in the course of a very few months, I 
tried to tell him that it was a demonstration farm and not a 
model farm, tut out of that demonstration, model farms might 
be built, 


Another type of criticism came from a young agricult-— 
are engineer who had brought forty of his students there, He 
was very tactful. He wanted to voice his disappointment, but he 
wanted to do it so that no one!s feelings would be hurt. I 
suggested that he not mind me at all, just go right ahead, and 
he did, He talked about the chicken house and the pale look- 
ing chickens that hed been reared in the ‘electric brooder, 

Then he made many other comments, I asked him many questions 
and told him how helpful I thought all of ‘his comments would be 
to our expert who had charge of the maintenance of the farm. 
That perhaps he would be interested in knowing that our expert 
agreed with him, on all of those things, but that it was a 

good thing to have his opinions verified by another expert. 

I think he left feeling that he had made a contribution to REA, 


I have here a letter from another young agricultural 
teacher in Virginia, He wishes to bring eighty of his boys 
there this coming month. I tell you this to.let you Imow the 
variety of people who have visited the farm and tell you their 


reactions slice they give’ an big igo of the value of ory 
type of work, . ; 
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Two or three weeks ago Mr. Smith and I met with a group 
of extension people in Virginia, The Home Demonstration Agent 
Was very anxious to bring 350 of her women there. 


The visitors to the farm have represented a wide group 

of interests, It 18 not well for us to assume that, because all 
_ of the visitors are not engsged in agriculture at the moment, 

they have no interest in it. We took a grovp of professional 
women there one day, and I discovered that in that very small 
eroup there were five women who owned farms, none of which was 
smaller than 100 acres, and one of them vas over 500 acres; all 
of those women were running their farms at a profit. They 
applied their good business sense to their operations, 


We shall see, during the coming months, the continuing 
results of the wide effort that has been put forth to get people 
interested in this farm, and I, for one, hope that it may be 
kept open at least during the spring, sumer and autumn months. 


We have set up three farms in Virginia, within a local 
project area, They represent the dairy industry, general farm 
ing, and poultry raising, These are wnat they call the local 
eres demonstration centers, The people there are working in 
some instances under the supervision of the Virginia Poly~ 
technic Institute, 


Veters are put on various pieces of equipment end are 
Giving them very practical knowledge of what the use of electri- 
cal equipment is going to cost in dollars and cents. 


Those farms do not begin to have even their propertion~ 
ate share of visitors, end if they are to serve their purpose 
fully, I think it will be necessary for greater publicity to be 
given then, Groups in the local areas should be asked to co~ 
operate in seeing that the people of the localities do get there. 
At present they are not doing it to the extent thet they should. 


We have set up in Virginia some work in the consoli-~ 
dated rural schools, At present five counties are putting on 
en essay contest, This effort is made to build load and bring 
new customers onto the lines, At the present time there are 
only two customers to the mile, and income from the lines 

already energized is not paying the running expenses. 


THE CHAIRMAN: Is that Virginia~Caroline? 
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MRS. HAINES Yes. 


For that reason it. seemed necessary to give a little 
impetus to the thinking of people in that locality. We suggest~- 
ed that this be done by a contest put on in the schools. The 
extent to which we shall guide it will depend, of course, upon 
the ability of the county superintendents and local sponsors to 
carry things through, ‘The assistance that is given superintende 
ents must be gauged by each person's ability to handle his own 
job. We found one superintendent down there who grabbed off 
$180,000 of the WPA funds of the State and built himself five 
perfectly splendid modern consolidated schools, That man does 
not have to have much direction for his thinking. He is already 
well on his way. 


But the superintendent who is not just sure how he is 
going to get a new basement door for one of his schools is going 
to need to have his hand held, I am afraid, right straight through 
from start to finish. 


This essay contest will be sponsored by the Farmers? 
Rural Utility, the local sponsor, the county agent, and the 
entire county school set-up. They do not have a home demon— 
stration agent there, but the county agent is, I think, going 
to be a very useful person in that picture, 


By putting on this contest at this time, it seemed 
as if it would be possible to get a good many pyeople interested 
in electricity who are just passively now watching the lines 
being put up in their locality. 


The whole problem of getting more people interested in 
using electricity, according to Mr. Ramsay, should be laid in 
the laps of local sponsors as much as possible. Undoubtedly 
there will be only a few sponsors who will not need help to put 
sufficient load on their lines to pay the Government loan, 


I talked to Miss McKinley of the General Electric the 
other day, when she was here in Washington. She said that the 
school is one of the most worth while places in which to put 
forth effort and would undoubtedly yield valuable results. 


When I visited the Tide Water Power Company, Wilmington, 
North Caroline, I found that they considered work in the schools 
of such value that they were willing to equip the domestic 
science rooms in twenty-two schools with all the necessary 
electrical equipment and pay for the current that was used 
there for a year. 
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That current the first year amounted to $700 in these 
twenty-two schools. The amount of cquipment sold by the company 
because or the interest engendered in the use of electricity by 
this plan was sufficient to cause the company to continue its 
equipment and furnish the current in those particular schools 
for another year, When the company figures that this equipment 
will no longer be necessary, having well-sold the territory, . 
they plan to take it owt, recondition it, and put it in twenty~ 
two other schools in new localities which they will serve by 
that time, 


I believe Miss KneuBuhl feels, that it is impossible 
to overlook the schools, In fact, she wants to make the little 
red schoolhouse go modern. 


You will be interested in knowing that every county 
superintendent and every principal with whom we talked agreed 
that an essay contest and a short institute course for rural 
teachers would be a good thing. They offered their coopera— 
tion, and they were interested in having an institute carried 
on along with any demonstration work which could be plannede 
Demonstrations are difficult to carry forward in most instances 
because of the shortage of veople capable of doing this work 
in the teaching profession. Mr. Davidson, the superintendent 
of one county, said that he could not put his hands on a 
single person who could go into his county and adequately teach 
the uscsof electrical equipment as he would like to see it 
taught. For that reason, he was much in favor of having the 
county superintendents call in their teachers for a day's 
intensive training given by instructors from the Virginia 
Polytechnic Institute, the REA, and the rural utilities, not 
that it would do a great deal for them except to direct their 
thinking. 


The demonstration center which has been put on in 
Boone County, Indiana, is one of the projects which Mr. Jenks 
was instrumental in establishing; he is going to tell you 
about that, 


I just want to point up this little talk by saying 
that we cannot lose sight of the fact that the boys and girls 
who get the story of electricity in the schools at this time 
are the boys and girls who are going to finish paying for the 
loans which Uncle Sam is now making to their parentse 


THE CHAIRMAN: Thank you very mech, _  (Applause.) 


Mrs. Haines was very considerate of us, She knows 
enough about what needs to be done in the broad field of 
education to have kept us here all morning if she wished to. 
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Before we get through I hope she will participate further in the 
discussion so we shall get a great deal more out of her rich and 
recent experience in that field. 


Mr. Jenks is going to talk on the oteteeiewehied of 
Local and State-wide Programs for Load Building." That is what 
the program says. He may talk about any phase of this load_ 
bia Laue activity that he chooses to talk about. Mr Jenks. © 


MR. JENKS: I am in perhaps an opportune spot here. My section 
chief and my division chief are both unfortunately absent today, 
so I could get by with saying almost anything I wanted to. 


Likewise, the topic that has been given me could be 
answered in one rather short sentence, that the state-wide pro- 
grams serve to coordinate and supervise the local programs. I 
an sure nobody here would disagree with mc. We would not have 
any arguments, and it might all go off very smoothly. 


However, I do not think that the purpose of this meet- 
ing is to have everything go smoothly and not get some constructive 
ideas and bring out some honest differences of opinion as: ‘to how 
this load-building program should be carried forwards 


The Administrator has told you this morning that we must 
not lose sight of the humanitarian side of the program, that we 
must not permit ourselves to get into the rut of the private 
utility companies who attempt to load up the lines with appliances 
regardless of the ability of the customers to use them to ad~ 
vantage or to pay for the current that they consume. — 


I like to think of the load-building program as an 
attempt to do the job in a very short time, but at the same time 
to keep it low pressure, not to resort to high pressure methods 
that have been used in the past. by utility companies. 


That seems rather difficult of accomplishment. I am 
sure that all of us who have been working the field attempting to 
do this job during the past year have had to stick our necks out 
and try some new way of doing the same old job, adapting our load- 
building work to the cooperative organizations with which we are 
dealing. 


That, in itself, introduces a problem, as you can well 
realize, because we have a diversity of interests between the 
cooperative organizations and the established manufacturing and 
distributing organizations. The manufacturers, on the one hand, 
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are somewhat in doubt as to which way they should turn, whether 
they should attempt to build up this cooperative merchandising 
field or whether they should fight shy of it and let some other 
manufacturer try it out. 


If they, as individual manufacturers, try it out, they 
are going, naturally, to cause friction with their existing 
dealer set-up, which has been built up over a period of yearse 
If they do not experiment with it, they are afraid they are 
going to be left out in the cold and perhaps the dealer set~ 
up will be gone, and all merchandising will be done through 
the cooperatives at some time in the next few years. 


So much for that general portion of the problem. I 
want to explain my conception of the work.that has to be done, 
and please understand that this is purely my conception. I 
have not had an opportunity to discuss what I am saying to you 
this morning with Miss KneuBuhl or Mr, Ramsay. 


It is my conception that the program must be divided 
into three phases. The first phase is that of organization, 
the preconstruction period, if you want to call it that. ‘The 
next phase would be the construction period, the various activ- 
ities that must take place while the project is being built. 
Then: the phase that begins when the lines are energized comes 
next and continues as long as the line is in operations 


During the pre-construction phase the development 
people are giving information to the vrospective customers as 
to the cost.of operating these different appliances and the 
aporoximate original purchase price. They are attempting to 
stimulate their thinking as to what electricity can do for then, 
not in a vague, general, sociological way, but they are trying. 
to give them specific examples of what a feed grinder may mean 
to them'if they are feeding cattle, and what an electric 
refrigerator is going to mean to the farm wifee 


That word-of-mouth education, if it is carried on 
by the development field people, can be supplemented by 
literature; it can be supplemented by the efforts of the 
home demonstration agents, the county agents, all the elec- 
trical contractors, and the electrical dealers -- almost 
everybody that is in the commercial field is interested in 
putting across this story so that he can in later days 
realize greater income from equipment sales, or fortify 
himself better in his own position, if his work is in one 
of the educational fieldse 
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The second phase of the work becomes more intense. It 
is then necessary, in my opinion, for the manager of the proj- 
ect to have been selected, be on the grounds, and be workings 
I am not going into that any further than that one statement, 
because it comes up later on in the program. I am on record 
now, so I cannot slide out tomorrow when that is discussede 


The local manager, as well as the state-wide, if it 
is in a State where we have a state-wide organization, must be- 
6h in nenhen coordinating thé work of the various educational | 
agenciese He must plan actual demonstrations of equipment; he 
ae plan sales campaigns, advertising campaigns and arrange 
with the local newspapers to carry free publicity on the uses 
of electricity. He naturally may not be in a position.to do 
this without some assistance and some guidance. I feel. that 
the utilization staff fits in here. It is our duty to attempt 
to give them the benefit of any experience that has taken place 
in the. pastes at § 


In the third phase of the program our job will be 
much easier if the story has been properly presented during 
the first two stages. If the development people have not been 
overly optimistic as to their promises of what equipment will 
do, if their statements have not been fantastic and are not sub- 
ject to argument, it makes the work of the commercial agencies 
much easier because they do not have to break down this over= 
selling. 


Certainly, after the moment the line has gottan under .. 
construction, there must be an intensive effort from that point 
on to acquaint everyone with the uses of electricity. Bear in 
mind that we are all more or less faniliar with what electric- 
ity can do for use Many of these farmers are not familiar 
with that. They aré country cousins, and in that capacity 
they do know about our electrical refrigerator or our electris 
cal household appliances, but they do not know about electrical 
farm equipment. Many of us know very little because there is 
not a great deal to know about electrified farm equipment at 
the present nonent. 


THE CHAIRMAN: <A erea at deal to know but not much known about 
it, leteus put it thataway. 


MRe JENKS: All right. But the development of specialized 
equiprient is really atest now getting under Way « 


I noticed that just in the last two months a new 


little foed grinder, which, instead of being an old type grinder 
with a motor mounted on it to drive it, which would naturally be 
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inefficient and give you low ‘production for the kilowatt—hour 
consumption, has been produced which has the hammers of the 
hammer—mill mounted directly on an extended motor shaft so 
that there will be absolutely a minimum waste or power; this 
enables one with that little half-horsepower motor to turn out 
an astonishingly large amount of ground corn, chopped hay or 
ground oats. 


_ Therefore, that phase of the work must be intense. 
We must all attempt to school ourselves in the new equipment 
that is being developed by keeping in contact with the agri- 
cultural colleges and the commercial interests. 


I have spoken of these phases rather definitely as 
three phases, because there is a definite date on which we 
can say that we go from one phase to the other. The work, 
however, has to be continuous and has to be carried forward 
constantlye 


SO much as to a general outline of the programe I 
shall try to get down to my subject now before Mr. Carmody 
calls time. 


The relationship of the program of the state-wide 
in relationship to the local: I am going to take the liberty 
of enlarging that to include REA relationship with both the 


state-wide and the local. 


First of all; I°feel it is the duty. of REA to assem 
ble, publish and distribute information on the uses of elec- 
tricity, the prices of equipment, and reasonable figures of 
operating cost and production capacity of the various appli- 
ances. We should attempt to guide them as to what are sound 
technical standards or standards of construction of this equip-~ 
mente Further, we should attempt to help them with their fi- 
nancing problems in the purchase of equipment. If we are not 
offering a financing plan, we should advise them of existing 
financing plans, so that they will know how they can purchase 
this out of income instead of out of capital. 


It naturally is the responsibility of REA to devise 
both state-wide and local plans for educational meetings, sales 
campaigns, and demonstration centers, and to help in any way 
that we can in the training of personnel, both of the State 
and the local organizations. In some instances it may be 
necessary for us to help in their local work during an emer- 
gency or during an experimental test of some new type of activ- 
ity that is being carried forward. 
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Tie function of the state-wide orgainzation is largely 
that of a district office in a commercial company. Upon it ng: 
devolved the duty of drafting broad, general plans that will be 
applicable to the various county organizations within the State. 
It is naturally necessary for them to train their personnel and 
to assure the selection of proper personnele. 


Most important of all, in my opinion, is this, that 
the state-wide should have the responsibility of maintaining 
contacts with the agricultural colleges, with the agricultural 
engineers, and the home economists in the agricultural. colleges. 
There is a great deal of work to be done with the State inspector 
or the fire marshal, according to the set-up in the individual 
State. We are interested, naturally, in having safe house wir- 
ing and farm wiring installationse .Some plan should-be devised 
in cooperation with these existing State agencies to insure that 
the wiring is safe and that the state-wide and the local organ- 

ization, as well as REA, are not condemned for permitting unsafe 
Wiring practices. 


The distributors of equipment in each State should be 
contacted by the state-wide organizations, as well as the news= 
papers, for state-wide coverage. The state-wide should also 
be in a position to furnish speakers for county meetings, and 
they should help the county organization train speakers to meet 
with their smaller groups. 


They shovld distribute educational texts and help in 
any way that they can to carry forward the local program. 


The local organization, after adopting a plan of opera- 
tion from the broad general plan that the state-wide has pre- 
sented to them, will proceed to establish their contacts with. 
thes ALocal contractors, dealers, and the educational agencies, 
their county agent and the home demonstration agent and their. 
vocational iol as well as their local publicity people, the 
local newspapers 


_ In mentioning the general plan, bear in mind that even 
in such States as Ohio and Indiana which have a well established 
Farm Bureau organization that has backed up the whole program of 
rural electrification, these various plans in the past have all 
evolved from the bottom and worked up to the tope It has been 
the initial incentive of a small group of people to gather around 
them a larger group, and from these larger groups gradually has 
grown this strong state-wide organization. That has been pos~_ 
sible because there was no rushe They had ample opportunity to 
start at the ground and work up, building slowly and surely. 


183 


Re Ee. 69766 


We are introducing a new problem to the cooperativese 
We are starting from the top down, and we are building a big 
organization and dumping it into their lap, setting them up in 
the electrical business over night. 


We certainly cannot permit them to mismanage and mis- 
operate that business for any long period of time without seri~ 
ously affecting the future of this project. We want the proj- 
ects to be successfule We expect them to bee But we must go 
into them with our eyes open, and realize that we are introduc~ 
ing something to the cooperatives that they have not had to 
cope with before. We have to assist them in starting their 
planning from the top down, and to impose, if you please, a cer= 
tain amount of overhead manazemente 


The local orgenization will arrange and supervise dis~ 
plays, demonstration kitchens, and demonstration farmse It will 
naturally encourage all of the commercial interests to give ac= 
tual demonstrations of the use of this equipment. It will pre- 
pare sales campaigns and distribute literature. One of its 
most important functions is to conduct customer campaigns, to 
be sure that everyone who was not hooked on the line at the time 
it was energized is hooked on as soon after that as possible. 


I fear that I have taken far more time than I should, 
but I do want to bring up one point that might stimulate a 
little discussione We have been intimating to all of the elec- 
trical cooperatives, the electrical distribution cooperatives, 
that it is the policy of REA to keep all channels of merchandise 
distribution open; in other words, that, in the case of Ohio, 
the Farm Bureau Cooperative which has engaged in the merchan- 
dising of equipment, is just another dealer as far as REA is 
concerned. We want them in our campaign. We want them to help 
in it in every way possible, but we cannot deal with them to 
the exclusion of the other dealers, Perhaps we are wrong in 
that policy. I am sure we all want to know it if there is an 
honest difference of opinion therce 


THE CHAIRMAN: Excuse me; will you makethat last statement 
again? I did not quite get ite 


MR. JENKS: I say that in our work in the past, Mre Carmody, 

we have advised our electrical distribution cooperatives that 
we were attempting to keep all channels of distribution open; 

in other words, that in the case of Ohio, where the Farm . 
Bureau Cooperative has actuajly engaged in the merchandising 

of electrical products, we consider them as just another dealere 
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They are brought into our meetings, and they have the same 
voice and the same opportunity to work with us in these cam= 
paigns in the equipping of farms. Perhaps that is the wrong 
attitude; perhaps we should do more to stimulate the coopera- 
tive merchandising of equipment. Our effort thus far has been 
based on the statement of the Administrator which appears, I 
believe, in the May or June copy of the Rural Electrification 
News in which he advised the National Manufacturers Associa- 
tion that this was our policy. 


THR CHAIRMAN: It was and still ise 


MRe JENKS: If we are not going to encourage our electrical 
distribution cooperatives to engage in merchandising acti- 
vities, should we encourage them to set. up separate coopera-~ 
tives to engage in electrical merchandising? Should we ad- 
vise them of various types of cooperative buying plans that 
can be used, which will perhaps not be quite so obnoxious to 
the established commercial interests? 


The last question that I should like to hear some 
discussion on is, shall we engage in research to bring about 
specialized design of household equipment which will -perhaps 
result in a lower priced product? 


THE CHAIRMAN: I thought you were making a speech and not ask- 
ing questions. 


MR. JENKS: I have finished my speech. 
THE CHAIRMAN: Oh, you are interrogating yourself? 


MR. JENKS: On the program it says, "Questions", so I am 
placing a couple. . 


THE CHAIRMAN: <All right. 


MRe JENKS: I think there is no question about the advisability 
of research for farm equipment in the hope of stimulating early 
development of electrified farm equipment. I am a bit in doubt 
as to the research on household equipment. Bear in mind, one 
specific example, if we were to bring out a specialized elec- 
tric range for rural customers at the moment, we, through our 
activities, have stimulated a market for a total possibility 

of about 150,000. 


THE CHAIRMAN: An immediate possibility. 


MR. JENKS: Yese 
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Assume that ten vercent of those customers actually 
were to buy an electric range. That is a very limited market as 
compared with the total volume of electric range business done 
during this past year, where they now have reached a volume of 
pretty close to a half-million ranges a year. It is my feel- 
ing that we might have difficulty producing any specialized 
design of range in small quantities at anywhere near the price 
that is possible on large-scale vroduction of the standard 
models, Maybe I am wrong there, too, But those, Mr, Carmody , 
are two questions on which I should like to hear some discussion, 


( Applause) 
THE CHAIRMAN: Thank you very much, 
RECESS 
(Ten mimute recess.) 


THE CHAIRMAN: Somewhere in this program, I said that we ought 
to have some agricultural people in here, some people who know 
agricultural life and have made some intimate study of the speci- 
fic problem of the farmer with which we are dealing. Many of 
us are known as city people even though we have lived on the 
farm in our early days, which is quite a long time back, We 
do have some agricultural people with us. I think as the pro— 
gram is extended; we shall have more, This morning, we have 
Mr, Meier, who was successful in his county agent work in 

an important county of the Unitéd States before he came to 
RHA, He has already accomplished much in the way of helping 
us to see what we needed to do in order to serve the farmers 
and to help the farmer organizations to see what they can do 
to distribute the use of electrical energy, He can tell you 
a great deal more about it than I, Mr, Meier -—- I thought we 
would have the discussion on this subject all at one time, 


MR. MEIER: Mr, Chairman and members of the REA staff: Since 
I may strike a pessimistic note in my remarks, I wish to state 
in advance that in St. Louis County, the county in which I 
spent eight years as county agent prior to coming to REA, we 
built up the consumption of electricity; so I know it can be 
done, If the problem is approached in the right way, there is 
no reason why we cannot do it in this RHA program, if we go 
about it in the right way, I do not believe there are very 
many people in the United States whom we cannot convince that 
the projects are feasible. I think the Administrator did 
mention that we have barely touched upon the possible use of 
electricity by the farmers. Mr, Carmody has already said some 


186 


R, E, 69766 


things about having a little more agricultural information and 
training within our own staff.-- members so trained, I should 
say -- and I think that although we do need a little more of 
such specific training, all of us can attain sufficient working 
knowledge to stimulate the interest recuired to bring about 

an open-minded attitude on the part of the farm people where- 
by they will continue to be supplied with information as we 

go along, As I see it, we do not have a lot of farmers who 
exist merely for the purpose of making electric lines pay, 

but we are building electric lines out in the rural territory 
for the purpose of serving the farmer and his family and our 
primary and final job is to work the use of electricity into 
the farmer's life and business so that it actually becomes 

an integrated part of it. This must be done in such a way 
that it adds to his income and his pleasure of living. He 
must be made to feel that he cannot do without it so that he 
wants to use more and more of it, 


Now, low rates as the Administrator said this morning, 
are certainly the first step toward this objective. In St. 
Louis County, we had a very good rate schedule, that is, com 
pared to most rates schedules over the country, but even so, 
the average consumption around 1930 was only between 600 and 
700 kwh per farm customer. This has been pushed up, in the 
last five or six years to where I understand it averages in 
the neighborhood of above 1,500, as mentioned this morning, 
the immediate goal or minimum goal for RBA projects. 


Now, my subject has to do with the technical assist— 
ance that is available for developing the use of electricity on’ 
the farm, I might, first of all, cite more specifically. the 
problems that we shall no doubt run into as time goes on and 
show how we need to bring the various agencies into the solution 
of these problems, Among the first things that we started out 
to do in St, Louis County, was the electric brooding of chicks. 
Well, it sounded véry nice. The theory is very good, We worked 
it all out in the office and then we got three of our leading ~ 
farmers to install electric brooders sn their farms. They sub- 
stituted them for coal or oil brooders which they had been 
using before, We Imew there were a lot of things that needed 
to be corrected, When a farmer buys an electric brooder, he 
usually buys a brood of chicks, Oftentimes they get a disease 
called white diarrhea. I do not know of anything that can 
die faster than chicks afflicted with this disease. I 
knew we should try to avoid that. I was very careful to 
recommend that these demonstrators purchase chicks which 
they knew came from flocks which had been carefully tested 
for a long period of time and were reasonably free from this 
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disease, The'farmers had to pay $16.00 per hundred for these 
chicks which was twice the price at which the average hatchery 
in the territory was selling chicks. After our brooders had 
been out for about three weeks ~—- between two and three weeks —— 
one lady, who incidentally was a member of ‘the Board of Direct- 
ors of our County Farm Bureau, called me up and said, "I am 
having trouble with my chicks. I hsve never had trouble like 
this before and have been raising chicks for many years." I 
asked, "What is the matter with them?" She seid that the 
joints in their legs were swelled wp and they could not walk, 
Since she was a member of the Board of Directors of our County 
Organization, I hurried out to help her. 


THE CHAIRMAN: Under public relations. 


MR. MEIER: Very important public relations. Some of you 
fellows working in the field realize the importance of good 
public relations, You realize that they have to be Kept up. 
80, in this case I got there as quickly as I could. We looked 
over these chicks, Frankly, I did not know what in the world 
was the matter with them. I instructed the lady to put a 
little potassium permanganate in the water, We always recom- 
mend that, I took some of the chicks back with me. We 
called-the soultry department over at the agricultural college 
and called Burley Winton who is a poultry specialist. I told 
him of the difficulties we were having. He said, " I don't 
know, but one or two things have come to our attention and 
one is that the ration we are recommending may run a little 
too high in mineral content with that muca bone meal," They 
had been using that ration for several years but anparently, 
here was the background of this acute condition, Under the 
conditions of coal and oil brooding, when the house is warm 
and the chicks exercise; no difficulty seems to be caused. But 
under conditions of electric brooding the heat was concentrated 
and the remainder of the room cold, the chicks came out to eat 
and then huddled under the brooder. They did not get as much 
exercise and the excess mineral matter in the ration was not 
worked off. As a result, there was this particular problem 

so it was necessary to go back and look over the rations which 
had been recommended and which had been successfully used for 
years. We reduced the percentage of bone meal in that ration 
and in a short time had no more trouble, This just indicates 
that some of the »roblems which we will run into are separate 
and apart from the electrical appliance business, The brooder 
worked fine but the chicks were dying, I tell you this lady 
was decidedly: uwnhapoy and did not think very much of electri- 
cal brooders, That is just an illustration, You see we did 
not have to bring in an agricultural engineer but had to go 
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to the poultry departinent where they knew something about 
rations, and.the problems of poultry management, The situa- 
tion had to be approached from a somewhat different angle 

when we introduced the electric brooder, The other day I was 
working with Mr, Jones in the Research Section -—- and inci- 
dentally I shall say this for Mr. Adams! department, that all 
of the questions that will arise are not answered in his . 
literature, (Farm Equipment Handbook), I think he apprec- 
dates that. We wanted some prices on milking machines; I 
called up the manager of the Maryland-Virginia Milk Producers! 
Association and asked him if he knew about the range in prices 
of milking machines. The first statement he made was, "If you 
want to buy any milking machines, I can tell you a place in 
Maryland where they have a thousand of them or more for junk 
prices." He said, "We don't buy milking machines because the 
farmers here cannot oroduce milk of the low bacteria count 
that is required in the Washington market, by using a milking 
machine," The trouble is that they do not clean them properly. 


It seems that with a milking machine, cleaner milk should be 


obtained than that milked by hand because the dirt, dust, and 
hay which accumulates on the cow in a day does not have a 
chance to drop into the milk as is the case in milking by hand, 
The rubber tubing on the milking machine, if not properly 
cleaned, will run the bacteria count up far greater than the 
dirt which falls from the cow, Practically all authorities 
on dairying will make that statement: Eckels Farm, which is 
recognized as one of the leading authorities, will make that 
statement, This is a problem we have to overcome, We have 
to develop a method of cleaning this machine — a method so 
easy that the farmer will adopt it. So we thought we had 
made an excellent find on the RBA Blectrified Farm, 


he Washington authorities require, in fact the health 
officer in Washington recuires -—- and incidentally, speaking 
about a dictator, if you want to meet a genuine dictator, all 
you have to do is to contact one of these health officers! 
Most of the milk regulations are written, stating that such 
and such conditions shall prevail and conclude with the sentence, 
"or in a manner approved by the health officer". henever one 
tries to say that the regulations say so and so, the above clause 
is pointed out to you and the health officer says, "That is what 
makes what I say, go!" You have to take it and like it. In 
Washington, the health officer says you cannot sterilize with 
any chemical substance and so we have to use heat, 


It is necessary to use sufficient heat to sterilize 


the rubber parts and yet not enough to injure the rubber and 
for this the electric water heater should be ideal. 
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I thought. this a fine theory, The heater could be set 


.at a fairly low temperature and the rubber parts placed in 


a little wire basket which would slide into the heater and 
could be forgotten until time for the next milking. The 

water heater will run at a constant temperature and while 
running nobody,needs.to worry about it. The only trouble 

is that it is necessary to operate that heater below 170° F. 
There are many kinds of bacteria that survive that tempra~ 
ture. When sterilized for a short period at 170° F, only a 
small percentage of the total bacteria remain alive. These 

are bacteria which withstand high temperatures; their growth is 
inhibited by drying and cooling the utensils. However, if left 
under conditions of that temperature, these bacteria quickly 
Gevelop and you have millions of them in the course of a few 
hours. That theory was therefore out. 


We must approach it from another angle, What should be 
the final solution before we can go out and say to these farm 
people, "Here it is! ‘This machine is easy to clean. You 
will not have any trouble and it will not cause you to have a 
high bacteria count." That trouble must be overcome. We find 


that these machines are sterilized very effectively with 


chemical substances but we hope it can be done much easier 
with electricity. We want to add this other use on the farm 
and particularly for dairymen who are not permitted to use 
chemicals. That gives us some idea of the assistance we 
must lend to the farmer so that he will not be disappointed 
with a lot of electrical appliances. In the past, the power 


companies did not approach it from that viewpoint. 


I agree with the Administrator about the electrical 
fence. At the rural electrification short course in Ohio this 
fall many of the power company employes took the attitude that 
the electrical fence be mentioned. Tais question was brought 
up when we were setting up the electrified farm. Before putting 
one on the R&A farm, I took the trouble to write the people 
wno knew about electrified fencing and from all of the informa- 
tion I was able to get, they had never heard of a single person 
who had been killed or injured by an electric fence puilt by a 
reputable manufacturer. In every instance fatalities have been 
traced to the use of homemade devices. I told those people that 
I thought it was better to point out this caution: "Don't build 
an outfit of your own because you are apt to kill someone with 
it. If you are.going to use an electric fence, get one fron a 
reliable manufacturer who has studied it. They can still stand 
improvement." I think if you read this literature which Mr. 

e of the questions we need 


to consider. Electric fencing does meet a real need, The 
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Department of Agriculture is trying to develop a program of soil 
conservatione One of the things retarding that is the fencing 
problem. When we talk of contour farming, one of the immediate 
obstacles: is the problem of handling livestock and pasture. 

The electrified fence can fill a real need in getting farmers 

to adopt this better method of farming. That is why it is so 
popular, It is our job to get some of these research people to 
work out a solution to the remaining dangers. 


Another thing that I think is worth considering is 
whether we yet have a refrigerator that really fits the farmer's 
needs. We have tried to take a refrigerator that has been built 
for city use and put it on the farm. The only refrigerator de- 
signed especially for farm use that I have seen is being built 
in Bugene, Oregon. Have any of you seen that refrigerator? 


We must look at this from the farmer's viewpoint. The 
county agent, for instance, is trying to teach the farmer cer-— 
tain better practices. I used to watch people drive out in 
the country from St. Louis in the heat of the summer to get 
eges and they thought those eggs were fresh. Some of them were 
from cold storage in St. Louis. ven though eggs are supposed 
to be fresh; they can deteriorate in quality in two or tree 
days provided conditions are not suitable to preserve them. 
Just because an egg is laid two or three days ago is no reason 
that it is fresh! The farmer has to have the necessary faci- 
Llities in order to keep them in first class condition and 
command the highest price. Perhaps a refrigerator is something 
that he can use which will aid him in more profitable pro- 
duction. . ; 


I do not know whether any of you have been around a 
farm where the cream has been allowed to accumulate for a week 
or ten days and is like a sour mash. Since good butter cannot 
be made from that kind of cream, farm organizations have 
undertaken to put a quality cream on the market. Refrigera- 
tors might be constructed with the thought of helping the 
farmer market a better quality of cream. 


I think that Mr, Adams! research statistics indicate 
that the average size of a dairy herd is five or six cows 
instead of the twenty-five or thirty cows, we too often think 
of, The problem then is to meet the needs of the farmer pro— 
ducing from a herd of five or six cows as much as a farmer with 
twenty-five or thirty cows. Maybe we can build a refrigerator 
that has space in it for a milk can and that is so constructed 
that all of the factors of refrigeration will be properly taken 
care of. So the general purpose of refrigeration to meet the 
farmer's need is something on which we need more research; we 
need to encourage these research agencies. ' 
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Mr. Cooke has touched on some of the angles to be con- 
sidered in this regard, namely, the question of manufacturers 
and agricultural colleges. One other place where the matter 
of public relations enters the situation, and that all of you 
folks who go into the field early in the game, I think, should 
strive toward, is the correct attitude toward these sources 
of information, on the part of farmers and directors on these 
projects, There are quite a few existing prejudices, of ~ 
course, and there are many agencies, I appreciate, that do not 
have the attitude they should have. On the other hand, let us 
remember that the influence of the utilities, for instance, in 
the support of these educational institutions may not be as 
great as we may think, because where they have actually given 
financial support, it has been only a small part of the total 
amount of money which.is actually expended by the agricultural 
college for its extension service and research work. 


There are many persons in these institutions who re- 
cognize this situation. They know that most of their money 
comes from the Federal Government and from State legislatures. 
Farther, most of the county agents have to go to the county courts 
or commissioners to get appropriations for their local expenses. 
So, you see, this money comes from’many sources. If we believe 
hat there are a few boys who are haywire, it seems that they 
can easily be taken care of, The Administrator seems to be 
very adept at rapping them on the knuckles. So, perhaps we 
can leave the knuckle rapping to him lest we leave the 
impression on the minds of the local people that these insti- 
tutions are not sources of reliable information, Maybe, if 
we take it upon ourselves to lambaste the hard heads in these 
institutions, our local managers and directors may get the 
idea that we think the whole institution is bad. They may 
need it; I am not saying they do not, but we do not want to 
be misinterpreted. We should consider all of these factors. 
The farmer should utilize all of these agencies. We need to 
have them working with us in putting electricity to work on 
these farms in connection with other developments in agri- 
culture today. I believe there is room here for a few ques- 
tions if I have not talked too long. 


THE CHAIRMAN: Thereis plenty of room for questions. Hduca- 
tion is a wonderful thing and I am getting a lot of it myself. 
This reference to eggs and the natural course an egg wishes to 
pursue, reminds me of the fact that the purpose of ane@g; it 
course, 4s not to be boiled four minutes and put on somebody Ss 
plate for breakfast each mornings The purpose of an egg is to 
produce another chick. Is that not true? 


MR, MEIER: Yes. 
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THE CHAIRMAN: You are attempting to prevent an egg from ful- 
filling its purpose. Perhaps we should approacn the problem 
from that end with a real appreciation not only of the purpose 
of the egg but the right of the egg and not take this 
dictatorial attitude over an egg and say, you must not become 
a chick, you must be stopped. in your tracks right at this 
point. 


Research must go on to provide refrigerators built 
for farm purposes. It may be that we are in the midst of an 
era in which instead of having everything designed for city 
folks, we shall begin to design them for farm folks and then 
city folks will find they can use them, not milking machines 
but refrigerators and stoves and many other things. I want to 
ask Mr. Meier at this point: you say in’St. Louis County they 
were using approximately 600 to 700 kwh about five years ago 
and that has now been pushed up to about 1,5007 


MR, MEIER: Thetis what I understand. 


THE CHAIRMAN: Of: course, St. Louis County is not a typical 
county for the United States, . 


MR, MEIER: Wo, 


THE CHAIRMAN: . However, there are many areas in the United 
States that are keen to get electric service. How can you 
tell whether they can afford it? 


MR, MEIER: Yes. I think this might clarify it. When we 
first talked about introducing electricity, our approach was 
to find a real’ need of the farmer and use electricity in meet- 
ing it. At that time, transportation companies and dairy com- 
panies in St. Louis were turning from horses. to trucks for de- 
Livery purposes. St. Louis County is an intensive market—gar- 
dening area and the manure used in hotbeds up to this time had 
been obtained from the stables of these horses. This change 
necessitated our hunting for a substitute, We began some re- 
search work. I think as far as we have been able to find out, 
we put in the first electrically heated hotbeds in America I 
think that- can be applied wherever there is real need, 


THE CHAIRMAN; Have you encountered, since you have been with 
RHA, other counties which you think are enough similar to St. 
Louis County to be encouraged where in the beginning anybody 

might say that the use might be 400 to 600 kwh? 


MR, MHIER: I think that is true of most of the areas I have 
encountered. 
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THE CHAIRMAN: I am aware that these gentlemen here who have 
so much to do with approving projects, apparently find that 
there is no place in our files for that kind of statement and 
since it is not there, we say that if a man cannot pay a cer- 
tain percentage of his income for electricity, we cannot ap- 
prove a project because the Administrator has to state that 

it will pay out. If you had been faced with that in St. Louis 
County ten years ago, do you think it would have looked any 
brighter than some of the projects we are now doubtful about? 
Did it look any brighter then? | : 


MR. MEIER: It did not look any brighter to us then. 


THE CHAIRMAN: We know what it is today and we know that only 
one-half enough work has been done. . If you had stayed there 
and they had put in another fellow like you, do you think the’ 
two of you could make it better? 


MR. MEIER; I think so. 


THE CHAIRMAN: That was not quite fair. However, what I am 
trying to illustrate here is, that from your own experience, 
there is nothing unsound about using imagination. It is not 
imagination really. It is vision, the kind of vision Henry 
Ford had to have to establish the automobile business and the 
kind of vision that every single entrepreneur who has started 
business in the past eighty years has had to have before the 
possibilities of a market were fully developed and generally 
known. Is that not it? 


MR. MEIER: Yes. 
THE CHAIRMAN: Let somebody ask an intelligent question. 


MAJ. WERTH: I should like to ask about this refrigeration. 
Miss Neill has a project serving 150 customers down in North 
Carolina which, it seems to me, contains some of the elements 
that fit into Mr. Meier's program. The project includes the 
usual distribution. system and a small Diesel generating plante 
A leading citizen is prepared to put in a ten ton ice plant 
and operate it at eight tons, and if necessary four tons, in 
order to permit the people on the island, who do quite a lot 
of fishing and derive quite a large portion of their income 
from it, to have ice and cold storage available, and to dis~ 
continue using energy for the ice plant from the generating 
plant during peak loads. The man who represented the ice 
industry was perfectly willing, you observe, to build over~ 
size and to operate it as an ice plant off peak. What actually 
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would be your idea of the size of the refrigerator necessary 
for a farm, in order to carry out these ideas you‘have? Must 
you have a refrigerator of twice the normal size? 


MR. MEIER: The one in Oregon ig being built in only one size, 
one compartment of twenty-two cubic feet, another cold com- 
partment that runs below twelve cubic feet, roughly that at 
least. asta F . {3 


THE CHAIRMAN: In other words, everything in the refrigerator 
does not get the same degree of cold at the same time. As a0 
matter of fact you have classified refrigeration. 


WR. MEIER: 1 do not think the job is finished yet on that 
refrigerator. ’ 


MR. BACON: Most of these people are ingenious. The question 

I want to ask is whether or not there is any plan provided 
whereby they could buy a refrigerator unit and build their own 
refrigerator. For instance, there is a place for asbestos, 
sawdust, and paper, a lot of things which are common materialse 
A lot of parts in the ice box can be bought. 


THE CHAIRMAN: Do not forget aluminum foil. 


MR. BACON: Could we not get them interested in what they could 
do in that direction so that they could build a refrigerator 

in which to put beef, pork or lamb instead of buying a commer- 
cial refrigerator? JAS): 


THE CHAIRMAN: Our answer to that is to talk to these people 
and find one person who is interested enough to try it, if he 
can afford to try it. You get seventeen of them going and they 
all call for help like the woman director called for.the county 
agent when her. chicks got sick, © j 


MR. SWANSON: They are doing that very thing at the “TVA. 

THE CHAIRMAN: Is that a unit rberdpeuauene 

MR. SWANSON: No, it is an inoecenaees refrigerator. _ 

MR. MEIER: fs Dine Mr. Rah eeaneka wants to say something. 
MR. FALKENWALD:. Mr. Carmody, they have these refrigerators. 
fifteen to twenty cubic feet in size in Texas. They are very 


satisfactory. The colleges have plans and specifications where~ 
by the farmer can build the box and buy the commercial units. 
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THE CHAIRMAN: Have you fellows sent that in? 
MR. FALKENWALD: ‘No, I have not. 


THE CoAIRMAN: You get hold of these things and then you only 
report on your technical job which is all wrong. We shall have 
to provide ways and means whereby our men in the field can 

get those ideas to us. They must not be put in their regular 
reports. I do not want it that way. They must come in such 
fashion that they can be distributed to the people who need 
them right away and so they cannot be held up by the people 

who do not know anything about them. Mr. Wood, do not sit 

down because you are going to get a chance in a minute. 


MR, WOOD: I ran into an interesting thing when I was in the 
field in connection with this refrigeration business that, I | 
think, has value. When I was in the Minnesota Lake country, 

I visited a project which appeared to be very poor. I would 
have been tempted to turn it down in some ways. However, there 
were @ great many fishermen in that territory, people who 
worked at industry in the city in the winter and did a lot of 
fishing the rest of the year. There were also a great many 
tourists hunting and fishing. Time and time again’I heard 
them say, "If we only had a refrigerator in which we could 
keep these fish until they could be shipped out to us, it would 
be a great help." | 


THE, CHATRMAN: As a matter of fact, it is not too late. You 
men in the field who have got hold of these ideas, write them 
down, classify them and send them in within ten days. Let us 
catch up with ourselves and then go on from there, illustrating 
those very valuable things that can have a vital and dynamic 
use if they get into the right hands throughout the organization. 
The trouble with us is that we do not know the United States. 
There are a great many people who have not traveled it and as 
David’ Cushman Coyle said, "This is a big country". There is a 
tremendous variety of activities and local life that we do not 
touch because we do not know anything about it. I have had 
more than an average opportunity to know the United States 
because it was my business for years to travel widely and still 
I do not know nearly enough about it and I cannot recall quickly 
all of the things that I should recall to be effective in the 
appraisal of such suggestions as you make of the characteris- 
tics of communities, in specific areas. 


MR. CLARK: Most of those milking machines have one or two 
units so that you can milk one or two cows at a time and mo st 
of the units are supposed to milk four teats at a time. “DIT ae 
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the drouth and cold winter, many of the cows are discarded all 
over the country from New Hampshire to Minnesota in the best 
dairy districts. Now, an effort is being made to remedy this 
difficulty with the dairy cattle. Has anything been done 
lately? 


MR. MELER: On the cow or the machine? 
A, On the cow. 


MR. MEIER: The dairy people, of course, regard it as one of 
the problems in the dairy industry and there is a great amount 
of work being done to check and control it. It has not been 
totally eliminated. There used to be objections to milking 
machines because they were thought to spread the discase. 


MR, CLARK: We had trouble in Minnesota. We had more trouble 
with that than anything else. It has not been effective in 
checking garget. 


THE CHAIRMAN: That is really a bacteriological question and 
it does have a bearing on the machines. Has someone else a 
question on the use of electricity on the farm? Who knows 
about the farming end of the business? 


MR, COMBS: In regard to this farm in Virginia -- I confess 

I come from a city and that I know very little about farming. 
However, I have seen the equipment that the farmer has available 
and apparently the manufacturer has not been very efficient in 
making it. Anybody who is an engineer can tell you that. Why 
is not some effort being made on the part of the manufacturer 

to improve the simple idea of the mowing machine? 


THE CHAIRMAN: I think Mr. Cooke answered that question when 

he said arrangements are being made to get agricultural machine 
manufacturers interested in integrated machinery. He is right. 
I suppose many of you remember when there was only belt driven 
machinery. Then you remember a big motor was put on the machines. 
Even when I became superintendent of a plant, we did not have 

a unit drive in this plant but the need for. one was clearly in- 
dicated. I had unit drives installed just as quickly as I could 
got them put on. It was a makeshift in the light of later de- 
velopments. There wero no machines made then with built-in 
motors. We had to put the motors on. They are being built now 
with the motors in them, 


MR. FISHER: One of the difficulties the farmer has is in 
accounting. He really has not the time for an adequate system 
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of accounting for his income and outgo and when it comes to 
cost accounting, that is even more difficult to carry through. 
Yet farmers have been persuaded to keep records on seeds and 
other things that have a very direct bearing on the profit of 
their business. I am wondering if Mr. Meier can tell us 
methods he may have worked up by which the farmer can be help- 
ed to see the relative savings that he may make with regard to 
certain applications of electricity in his business. 


MR. MEIER: I did the greater part of that on most of our 
appliances in St. Louis County. For instance, we hada re- 
cording thermometer and a submetor on the electric brooder, 
and then we got the farmer to keep feed records. We selected 
the farmer who already kept feed and mortality records on his 
chicks, so the electrical application was the only new factor 
introduced and we usually tried to find somebody who hada 
rather definite idea of how much it costs to operate a coal 
brooder. Then we held a community meeting where people could 
see these chicks. We used circular letters and newspaper ad- 
vertising and many other means of disseminating information. 
I think it is very worth while to have somevody keeping those 
records in a community. We know from previous data what the 
records will show but they are most effective if secured in 
the immediate comminity, in such applications as threshing, 
S110 fisiiing ss etc. 


THE CHAIRMAN: Some of the best work is being done by Dr. 
Norton of Farm Credit. She is a former school teacher from 
Minnesota interested in farm people. She came to the conclu- 
sion that the unit on the farm is the farm family and that all 
activities on the farm should be worked through the farm family 
acting as a council. Every member of the family participates 
in one way or another under this plan. Dr. Norton has 
achieved remarkable success. In regard to cost keeping, no 
investment is made in appliances and implementsunless the 
family feels in advance that they can afford them or can be 
shown by figures over a long period that it is worth while to 
pay out their money. If we are not in touch with this, we. shall 
have to check with Farm Credit. 


MR. MEIER: In other words, we are interested in seeing these 
electrical appliances used and perhaps we must stop and teach 
these people a system of accounting. 


THE CHAIRMAN: If we could find some of our clients wno are 
doing this, then we could proceed with the project. 


MR.. FREEMAN: I should like to ask this question of Mr. Meier. 
We are going into commnities where they do not have elcctricity. 
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Now, in Mr. Meier's St. Louis County, he indicates that they 
started with a load of 600 kwh per year. On these projects 
which are starting at scratch, where the farmer has to learn 
to what uses electricity can be put, where he has to make a 
considerable investment in equipment and where he does not 
build up much of a load, I should like to ask how long he 
thinks it will take to build that load? © ye. 


MR, MBIER: I think there ig some compensation for that in 
that we now have many appliances that we did not have Five.» 
years ago, which would counter-balance some of the unfavorable 
conditions that exist in many of these places. We worked it 
out generally in a manner similar to our solution of the hot- 
bed where, for instance, oncrgy was recognized as a practical 
necessity by everyone in the county. 


THR CHAIRMAN: In fact, you did some research on it right there. 


MR. MEIER: We made up the hotbeds ourselves using three-quarter 
inch water pipes and filling them with porcelain tubes. On 
these jobs, we used ordinary resistance wiring; we wrapped the 
wire, I think, on an endgate rod from a wagon and put it in 
the pipes. We made our own units. However, we more or less 
improved the hotbed type of heating. We put our units in the 
soil, some people put them underneath the bed while others 
heat the air above the soil. Research is still going on and 
new improvements are continually being worked out, however, 

I think we have made enough progress to overcome in part the 
less favorable conditions. 


THE CHAIRMAN: Neither Mr. Jenks nor Mrs. Haines has been 
questioned on his or her presentation. Does anyone have any 
questions with respect to this broader education program that 
Mrs. Haines described for us? 


MR. BACON: I should like to know how you proceed in establish- 
ing your demonstration unit? In other words, down in Kentucky, 
I had fifty-six county agents who were very anxious to put a 
demonstration unit in there. I think we had the greatest 
number in Alabama. I know in North Carolina they begged us 

for one. Virginia talked about two or three. ts it the policy 
to spread them demonstratively as a unit on different farms -- 
dairy and poultry farms in general? What is the plan fork 
spreading this unit? 


THE CHAIRMAN: Mrs. Haines, will you answer that? 


MRS, HAINES: In the Virginia area, two or three farms were 
set up under the advice and care of some REA representatives. 
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I think Mr, Jenks and Mr. Meier went down. The point is, that 
they are now having some supervision from the Virginia Poly- 
technic Institute and the Farmers Rural Utilities, Incorporat~ 
ed. As I said this morning, how many more will be established, 
remains to be seen, I think, probably, the guide will be the 
value received from the three farms already set up. 


MR. BACON: I do not want to go into the field and stimulate 
interest in the demonstration farm and then come back and find 
that you do not want one. 


THE CHAIRMAN: That is a policy question, Neither Mr, Ramsay, 
Miss KneuBuhl nor the Administrator is here. They are the 
three who could answer that question of policye 


MR. FREEMAN: In this same connection, since they have‘ three 
farms in Carolina County, it would be interesting to kmow the 
effect they had.on the use of power. .Has anybody ideas on the 
consumption of power? EDs 


THS CHAIRMAN: You have to take into account, in addition to 
what you are using, the effect this consumption has had. You 
are scientist enough to know this, It is necessary to get 
down to the most exact element that you can get. You want to 
get the character of the people, the amount of power they 
might reasonably be expected to use, what their activities are, 
how much they could afford to use, how long they have been 
using electricity, and how generally they have been exposed to 
its uses What is their attitude toward electricity? So now, 
you are rendering a broad answer to a question that .requires 
a lot of researche 


MR. FREEMAN: I think I know the answer. 


THE CHAIRMAN: That is just what I am afraid of, I am telling 
you the answer is extremely difficult to get and if you did 
not go through all of these processes, you would have no 
ANSWET» 


MR. FREEMAN: ‘That project, if I am not mistaken, is using 
something in the neighborhood of 70 kwh per month. It was ° 
set up on the basis of 70 kwh per month and the statement was 
made that when the project was put through, there would never 
be a usage of 70 kwh per month, It seems to me that the 
demonstration farm is the answer. If we can demonstrate the 
use of electricity, it will be used by the farmer. 


MR. FISHER: I understand that the roads are so bad, you can-- 
not get to these farms as yete 
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THE CHAIRMAN s That is my eo Eee We are apt to reach conclus-— 
ions on. half-information and not only on half-information-— : 
but I do not think that anybody here will admit that a thorough 
going job has bean done in load De there yete 


MR, FREEMAN: Oh, no. They have reached that without Ses hae 
and it was said the average would never roe a consumption of 
70 kwh, 


THE CHAIRMAN: Go ahead, Mr, Adams. 


MR. ADAMS: Mr. Freeman's question was a complete surprise to 
ME » ‘ 


THE CHAIRMAN: Only to you? 


« RAMSAY: Ina broad sense, he is too pessimistic. The con~- 
al is 86 kwh. 


THE CHAIRMAN: How old is the project? 


MR. ADAMS: It was energized in August of 1936. Unless the 
figures themselves are treated properly, false conclusions can 
also be drawn. That high average is brought about by commercial 
lines. The farm line is quite encouraging. It is running about 
55 kwh. It has come up to the level of the general average. 


THE CHAIRMAN: I am glad you made that explanation. All figures 
are significant. If the average rural project can hope to get 

a commercial rate comparable to what they got in that case, that 
means so much moree Even if that project will not reach 55 kwh, 
that is real progress because I had been thinking in terms of 30 
and 35 kwh, I am still hearing that in these areas where paople 
have about the same kind of homes and prospects for income, they 
will not get 40 kwh. If they got 55 kwh without a little bit of 
help and with bad roads, what could they get with a well—rounded~- 
out program, our help and local cooperation? I do not think that 
is conclusive. You have shown a tentative resulte 


MR. LONG: I think we realize the full significance of the Utiliza~— 


tion Section because after the Development Division is out and 
the engineer has withdrawn from the picture, a local organization 
is a division of this organization that will make the accounting 
system or the accounting department happy. I should like to ask 
just how these farm organizationsare reached through the Utiliza— 
tion Section -—- whether through the State extension service and 
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home demonstration agents or whether a policy has been set up by 
which the Utilization Section attempts to go out and reach the 
projects themselves. What system has been used? I should like 
& little information so that when I go out in the field, I. can 
tell the farmers where they’ can use this electric service. I 
should Mkelanlittie discussion along that line. 


THE CHAIRMAN: How long are you going to be here, Mr. Long? 
MR. LONG: Probably to the end of this week. 


THe CHAIRMAN: JI think Mr. Fisher and Mrs. Haines have the answers 
to some of these questions that will give the field men specific 
information. This ought to be discussed at a smaller staff con~ 
ference when Miss KneuBuhl and Mr. Ramsay.can be there, before the 
men go oute 


Does somebody else have a question? 
MR. LAKE: May I talk once more? 
THE CHAIRMANs Yes. 


MR. LAKE: I just wanted to put over the-idea that I have always 
had in mind and that is, if you have just 100 kwh a month ona 
farm, you do not have rural electricity. There are ten houses 
on my street, six-room houses, and there-is not a single house 
on that street that does not use over 200 kwh per month. If a 
refrigerator is put in a farm home, there cannot be less than 
50 kwh even if there are no lights. It is the same way with 

the range. It is necessary to have 125 kwh more for an electric 
rangee These two items.alone are the main items to put in the 
home. Of course, the brooder for chickens, and the incubators, 
make up the load. The washing machines are not large load 
builders —- for this, the refrigerator and the range are most 
important. I am wondering whether we are considering these two 
things above everything else. 


THi CHAIRMAN: There is plenty of time to consider everythings 


MISS TAYLOR: You know in this problem of building load that 

the rates which the consumers of many of our projects are having 
to pay are rather high, especially for certain household appli- 
ancese I meet this problem in the field. I am asked, "Miss 
Taylor, at what rate do you think that people can operate an 
electric range economically?" 
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Let me give an example of the rates charged on some on 
our projects. J remember one on which the rates were 7% cents 
for the first 30 kwh, 5 cents for the next 30 kwh, and 3 cents 
for, ays the next 140 kwh.. The avenaee cost of the first 100 
kwh on this project was over 45 cents or nearly 5 cents per kwh 
per month. ‘the second 100 kwh were sold at 3 cents each at 
which rate the electric range may be desired. 


Now we know that people whom we consider authorities 
usually say that an electric range cannot be operated economi- 
cally at a cost of more than 2% cents per kwh, and that a cost 
of 2 cents per kwh or less is better. Now, what answer can I 
make to the question asked me? How can I justify the use of — 
an electric range with the rates being charged these consumers? 
It is a problem. However, I do come back with this answer, 
"What are you paying for the fuel you are now using?" One 
farmer said that he was paying $2.00 to $2.50 per month to get 
his wood hauled to the yard to be used -~ as J remember the 
statement. 


THE CHAIRMAN: They usually talk about it in cords. 


MISS TAYLOR: He estimated that it cost about that much per 
month to get the wood cut and hauled in. If he used an elec- 
tric range and we estimate that the family would use about 150 
kwh per month, it would cost. his family, at 2 cents per kwh, $3.00 
to operate the electric range, or it would cost the family 50 
cents more per month than cutting and hauling wood. Ina case 
like this one I come back with this question: "Is it worth 50 
cents a month more to you to have. the cleanliness and con- 
venience of an electric range?" Now if he had to-pay 3 cents 
per kwh, 150 kwh would cost $4.50 and an extra cost of $2.00 
would cave to be justified. 


I am always glad when I hear of water-heater rates. I 
am glad when I hear of range rates, which is very seldon. 


Other Government agencies are urging rural people to 
budget their money and to buy electrical appliances as well as 
other purchases wisely. ‘These agencies think it important to 
advise rural people to be cautious about their purchases'so that 
these people will not spend more money for appliances than they 
can afford, nor for appliances for which they will have little 
or no use. 


We do have a question with regard to operation costs. 


I shall be very glad when rates become lower. To me the factors 
involved in the use of the range for load building are based: 
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first, on the rate, and secondly, on the methods a woman has 
in using her range. | , 


Low rates and proper operation of the electric range 
will keep it from being housed in woodsheds as many sold by 
utility companies have been housed after the cost of operation 
was found to be high. ‘We must be careful in urging people to 
buy electrical appliances to be able to justify the purchase of 
these appliances which we recommend. 


“You may be interested to know that many of the county 
agents and home demonstration agents all over the country aré. 
inadequately prepared to give information on the uses of 
electricity and electrical appliances. They are asking for 
information ~- really begging for information. Last week I 
was at a meeting at which plans were being made to compile 
such information, from-a scientific point of view, and to put 
it into the hands of these agents and rural people. In the 
future, I think extension workers will be given more training 
than they have at present to help take care of this program. 


THE CHAIRMAN: You raised a point, Miss Taylor, that is very 
interesting. You said you would be very glad when the rates 
went down. Miss Taylor is in the educational business. She 
talks to groups of women and groups of men. [I dropped in at 
one of her meetings at the University of Wisconsin. I dis 
covered that she was there and I listened to the demonstration 
and it was very well done, I am glad to say. 


But here is the point. Everyone of us who comes in 
contact with people in the field ~- whether they be sponsors 
of projects or whether they be citizens who are interested 
vitally or mildly, whether they be farmers who are wondering 
whether they ought to subscribe to this use of electricity 
through cooperatives, or farmers! wives who attend these 
demonstrations and are anxious to find out the cost of elec- 
tricity and how much drudgery they can abolish -- is faced 
with this problem. Every one of those persons wants more than 
we can possible offer or they want what we can offer for less 
than we can offer it to them. Let us get this story. These 
lines being built in the rural areas are being built with Gov- 
ernment money which is lent to the sponsors, not on the basis 
of a twenty percent margin or a forty percent margin, but the 
full value of the enterprise is advanced by the Government so 
that the people may get a service that they never got other 
wisee They may own the property after they have used it for 
twenty years. That is number one. 
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The second point is that.the pover rate or rates have 
come down all over the United States. Now, the rates for the 
farmers who never paid anything have not come down but the fact 
that they have come down for his neighbor or nearby power lines, 
if you please, gives promise that the trend in rates will be 
downward for all users. They will be less still as REA goes 
forward. . Through that contribution and others, the whole trend . 
of rates is down, the whole trend of appliances is downward and 
bee will be downward more sharply in three years, irrespective of 

what might happen to our wage scale and general economy unless 

we have unreasonable and unexpected and unanticipated infla- 

| tion, The general trend is important. Today, you get an 
Hei automobile for $600 that would have cost $2,000 a few years ago 
rit and the wage scale is higher, too. It is three times what it 
was when cars cost four times as much money. Wide use and 
competition did that job. No other industry in the whole | 
United States has been so affected on its economic side as the 
Hy automobile industry. 


; I am talking to you a long time about it because I 
devoted a great deal of time to it when I was manager of a trade 
journal. In the middle of the depression, Walter Chrysler put 
six million dollers! worth of new equipment in his plant, new 
equipment that was integrated, if you please, from beginning to 
end. I could tell you a lot of things about that industry. The 
leaders work to achieve a low price by a large volume in pro- 
ui duction. Now, I say that because -- let us not have a defensive 
hen psychology at all. Let us not have an apologetic policy outside 
with respect to the people we deal with. Let us strive here 
\ constantly for reduction of costs and better service. 


(ADJOURNMENT - 12:45) 
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Washington, D. C. 


February 5, 1937. 


The fifth session of the Administrative General 
Staff Conference of the Rural Electrification Administration 
was called to order 9:00 a. m. Friday, February 5, 1937, by - 
The Honorable John M. Carmody, Deputy Administrator, Chairman. 


THE CHAIRMAN: Yesterday afternoon it occurred to some of us 
that we had overlooked an opportunity to present to you some 
of the material that is used in exhibits that are prepared 
by the Utilization and Information Sections. There is a 

unit devoted to the exposition of the program at conventions, 
State fairs, conferences and so forth, where a visual as well 
as an oral presentation of the REA program may lead to a 
wider understanding of its purposes and. its objectives. 


Mr. Phillips, who is the head of that unit, is here, 
and I am asking him to say a few words about this program and 
thesexei bite. Mre-sPhillips: 


MR. PHILLIPS: The material which we have put up here is a 
sample of the kind of displays we are using at expositions. 


THE CHAIRMAN; I think I ought to say that it was assembled 
hastily, because we did not tell you to do this until last 

night, and some of the best material is out of the city on 

exhibit, or in storage. 


MR. PHILLIPS: Yes, we had to put it together rather quickly, 
and some of the larger pieces are not available. We have 
some dioramas which have been quite popular; these are large 
and cannot be moved with ease. This material is usually put 
together in a design which attempts to tell, by a complete 
story, what the situation is; and these things have just 
been taken out of the complete show. We use charts and photo- 
graphs very liberally and, wherever we can, we use animation 
and lights. These two charts in the middle (referring to 
charts set up on the stage) are examples of our lighted 
charts. Lighting and movement gain attention. 


The Exhibit Section sends these shows out to ex- 
positions and conventions, as Mr. Carmody says, and we man- 
age to stay quite busy keeping them going. 
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The section has charge of the photographic work, 
and of getting out film strips; we also help design various 
publications. I think that is all I can say, Mr. Chairman. 


THE CHAIRMAN: No, do not stop. Where have these been shown, 
or where has similar material been shown? 


| MR. PHILLIPS: During the last year we showed, or had an ex- 
/ hibit, at the Great Lakes Exposition in Cleveland. We had 
| another exhibit at Atlantic City at the Annual Meeting of 
: the American Society for the Advancement of Science during 
Christmas, and several smaller exhibits in various places 
throughout the country. We are just now preparing an ex- 
hibit for the Museum of Science and Industry in New York. 
All this material will be shown there in a diorama. This 
is an opportunity because the attendance at that museum is 
somewhere in the neighborhood of one and a half million 
people a year. We are constantly sending things out into 
the field for small meetings. 


THE CHAIRMAN: Will our exhibit there be attuned to the 
philosophy of the museum, which has adopted the Munich idea 
of, having electrically driven exhibits that visitors them- 
selves operate with push buttons? 


MR. PHILLIPS: Our exhibit will not be that kind, but it will 
be worked in with the whole scheme of the museum. 


THE CHAIRMAN: Could we by pushing a button show a lantern in 
a barn, and by pushing another one show a lighted barn, or 
is that too expensive? 


MR. PHILLIPS: No, that would be a very good form of exhibit. 
One of our dioramas does that automatically. The value of 
having the spectator push the button is that he feels he has 
done something about it. 


THE CHAIRMAN: Do I understand that our exhibits will show 
dark spots in the country which can be lighted up when they 


are electrified ~- dark barns, dark houses and houses with- 
out electrical appliances, as against houses which do have 
them? 


MR. PHILLIPS: We have not yet done anything of that kind. 
The Soil Conservation Service has a model of that kind -- 
the countryside with and without electrified buildings; 
lights flash on and off. 
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THE CHAIRMAN: What is this scientific device here which you 
have named several times, the name of which I have not gotten? 


MR. PHILLIPS: A diorama. 


THE CHATRMAN: Maybe I know what it is without knowing its 
name. What is it? 


MR. PHILLIPS: A diorama is a representation of. a scene 
shown in perspective. It is a replica, in small size, of 
any object that the exhibitor wants to show. Ours is one 
which almost everyone here has seen, a farm house before 
and after electrification. It is on a turntable. 


THE CHAIRMAN: I know about it but did not know it by that 
name. 


Now, I am sorry we do not have photographs here. 
We have literally hundreds -- 


MR. PHILLIPS: Thousands. 


THR CHAIRMAN: Are they used or are they useful to the people 
in the field? 


MR. BACON: I am often asked by county agents and also by 
home demonstration agents whether we have material which they 
can use. They would like to hear about it. 


MR. PHILLIPS: At the present time we have two film strips 
on electrification generally, showing the various benefits 
of electricity. 


THE CHAIRMAN: I think we ought to tell a little more about 
them. It might be a good thing to have them brought in here. 
Apparently, we are going to have a little extra time, and 
instead of recessing, we will look at them. 

I wonder what about this Swedish barn? 
MR. TAYLOR: That picture is still in town. 
THE CHAIRMAN: Would it be too hard to get? How many of you 
field people know the story of the new and coordinated 


Swedish barns, the integrated Swedish barn? 


VOICES: Never heard of it. 
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THE CHAIRMAN: Never heard of it. My goodness! My goodness! a 
Talk about publicity. We cannot even tell our own people. 


MR. ALLEN MOORE: Did we ever get an exhibit at the Texas 
Centennial? 


MR. PHILLIPS: No. 
MR. ALLEN MOORE: It is going to be in session next year. 
(Discussion off the record) 


THE CHAIRMAN: All of you men should know about this Swedish 
barn. It is a very significant and important development, 
which in many respects has even greater possibilities of 
development here than where it was originated, if we go about 
it intelligently and patiently. 


MR. SARLE: May I ask a question, please? 
THE CHAIRMAN: You may. 


MR. SARLE: Who has charge of the dissemination of our liter— 
ature, particularly having to do with utilization? Does the 
Utilization Section, or you, yourself, Mr. Phillips do this? 


MR. PHILLIPS: I believe Mr. Walters, in the Information Sec- 
tion manages that, : 


MR. SARLE: Oftentimes we are asked by people in the field 
to whom they should write for literature particularly the 
Rural Electrification News, and also for the shorter pamph- 
lets. 


THE CHAIRMAN: The whole division, headed by Mr. Ramsay really 
is responsible for that. There are in that division several 
sections, and they are more or less related. I think an in- 
quiry to any of these sections would receive prompt atten- 
tion. 


Let us find out today from them how they want you 
field men to have inguiries addressed -- whether they want 
you to write to REA, or whether they want you to write to the 
head of the» section.or.the head, of. the. division. let us, ting) 
out today. 


Will you put that down as a guestion, Miss Blades, 
and see that it is answered? 
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MR. RUSSELL COOK: Mrs. Harfield is here and can answer it. 
There is a Correspondence Section in REA, under Mrs. Harfield, 
and any information that comes to the organization is directed 
to the proper division by Mrs. Harfield's section. Thus, if 
it is addressed to the Rural Electrification Administration, 
they will see that the proper division gets it. 


The names of the chiefs of the sections should not 
be sent out to have people write to them; they should write 
to the organization. 


THE CHAIRMAN: I think we ought to tell Mr. Walters or 

Mr. Ramsay that we want somebody here to answer questions. 

We shall see the Swedish barn here sometime during the morn- 

ing, and perhaps we shall also see the short films which we have. 
We shall let the subject rest for a few minutes until we can 

get the people here who really ought to be here. 


We shall hear from Dr. Craig, who will tell us 
about the apprentice engineers. I hope Dr. Craig will say a 
word about how the idea originated, how the men are sclected, 
what training they are put through while they are here, and 
what the objective of the training is for them and for REA. 
Also say a word about what you do, Dr. Craig. People do not 
know. 


MR. CRAIG: That is quite a large order, Mr. Carmody. 


Some of the questions which Mr. Carmody has asked 
I shall not attempt to answer. I will reserve the right of 
all witnesses not to testify against themselves. 


Mr. Carmody and members of the REA: In the latter 
part of July, 1936, the personnel of REA was enlarged by the 
addition of ten new members, a rather cohesive group, and it 
was felt desirable to honor them by some separate title. 
After much soul-searching upon the part of the Personnel Sec- 
tion, there was finally advanced the very euphonious term 
“apprentice engineers", 


This has served for all those who mention this 
group in an official manner, except for the few to whom the 
spelling of this word "apprentice" is a difficulty. They 
have abbreviated it for this purpose by the use of the word 
"student". 


Unfortunately, within a period of a few weeks, one 
of this group became seriously ill and died. However, retain- 
ing its faith in the mystic number of ten, REA chose a new 
member. 
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Time marched on. 


And in the later days of October another group of 
ten members joined the REA and became members of that band 
officially now known as "apprentice engineers", But here 
again fate stepped in, and unfortunately again the first ten 
had become nine, through the lure of the market place; it was 
not until January 23, 1937, that the complete membership of 
twenty was attained. 


These members of REA were young men who had recently 
completed requirements imposed by schools of engineering for 
eraduation. They came from twenty schools in twenty States, 
from Maine to Oregon and from Minnesota to Mississippi -- this 
by accident rather than design. They were chosen py the chief 
of the Personnel Section, Mr. Russell Cook, on the basis of . 
recommendation by deans of their colleges and personal inter- 
ViewSse 


All of these boys brought with them records of 
their competency in electrical engineering. But for REA this 
competency in electrical engineering aid not seem enough. 
Most of you are aware of those views, so often expressed by 
our Administrator, concerning the need of more socially-minded 
engineers, the need for engineers who in their estimates of 
costs and materials count in an estimate of human happinesse 


It became apparent that this type of electrical 
engineer, or any engineer, is one of the rare individuals of 
this world. 


The few individuals who have achieved this distinc- 
tion have found it through the experience of years, as ob- 
servers of the havoecs and tensions in our civilization, cre- 
ated by our inability to match pace for pace our social devel- 
opment with our technological advance. 


Believing the foregoing to be true, the Administra- 
tor and the staff of this organization saw the need for further 
training of these new young engineers for REA, which is a new 
type of Governmental organization. REA was created by the 
demand of the people of this country who have been deprived of 
civilization's greatest servant -- electricity -—- by the greed 
and lack of social vision of the men who had come into power 
in the industry. 


This organization demands for its continuance that 
its members be not only experts in technology but experts in 
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humanity, with the ability to integrate sanely and forth- 
rightly, both the material and social elements of our project. 


Technical school courses train men only in the 
skill necessary to achieve the material elements of a project. 
Education is needed to include the social ones -—~ education 
conceived as emancipation from herd opinion, as self mastery, 
as capacity for self criticism, suspended judgment, and ur- 
banity -- education as a spiritual valuation of the human life. 


How to design a plan of training to meet our needs 
and our philosophy has been a task, the success of which can 
be measured only at a later period of time. It would have 
been an insurmountable task but for the whole-hearted co- 
operation of the staff of this organization. 


The plan of training adopted after consultation with 
you and after careful thought, is as follows: 


By assignment to a job in a division, each appren= 
tice engineer becomes acquainted with some part. of REA. 


It is suggested to the chiefs of divisions that an 
explanation of the relationship of this work to the work of 
the division be given, when possible, and that each appren- 
tice engineer during his term of duty, which lasts approxi- 
mately ten weeks, be given the opportunity to become ac- 
quainted with the practices, in general, of that division. 


If you will visit Room 534 in the Investment Build 
ing any evening from 3300 until 5:00 or 5:30, or sometimes 
6:00, or if you will come around on Wednesday morning before 
8:00 or if on Monday evening you will visit this same room 
at 7:30, you will find ten apprentice engineers seated around 
a table, listening, we hope always intently, while some mem- 
ber from the principal divisions of this organization explains 
the operation of his division, and the particular phase of the 
work in which he is a specialist. 


The Administrator and the Deputy Administrator meet 
with these apprentice engineers. These meetings, or seminars 
as we call them -- preferring the higher-priced word -— are 
scheduled to include in their discussions all of the activi- 
ties of REA, with the addition of discussions in the Monday 
evening and the Wednesday seminar of those historical, | 
sociological, economic, and philosophical questions which 
seem most pertinent to an attempted understanding of our 


society. 
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The members of REA who meet with these boys adopt 
all the methodology and technics of the academic world, with 
which they are familiar. 


That is, seminars partake of the lecture, labora- 


tory, and case history type supplemented by prepared out— 


lines, bibliographies, questions and summaries. 


In collaboration with Miss Potts in the library a 
wide and selective reading list is availabie and, I might add, 
is usede 


Our Monday evening meetings, at which all twenty 
boys are assembled, are open forums before which we may ask 
you as a member of this organization to appear and land a 
discussion. 


This is the essence of our training program. It 
is an attempt to combine realistically those elements of the 
technicological accomplishment of REA with those elements 
of the philosophy of RHA set up by the passage of the Act. 


The accomplishment of this training program can be 
measured only in the future, but with your continued whole- 
hearted cooperation, for which on behalf of the personnel 
department, I wish to thank you, we can say to the Administra- 
tor, 'These apprentice engineers and: this training program 
are-your insurance for a continued socially-minded REA." 


Thank you. 
THE CHAIRMAN: Does anyone have a question to ask? 


MR. ALLEN MOORE: It is not quite clear to me where these 
engineers are going to be used. 


MR. CRAIG: I did not answer that question, 
MR. BACON: Are they available to go outside? 


MR. CRAIG: At present, no, but I do not wish to hedge. Let 
us put it this way: We are now in the formative period of 
our policy. Cardinal Newman in that old hymn "Lead Kindly 
Light" said, "One step enovgh for me', Just at present we 
are taking one step. These boys will be available, but for 
what purpose we shall have to wait until: the growth of RHA 
approaches a need for them. . That is as definite as I can 
answer that question. 
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MR. ALLEN MOORE: It is very mystical. 


MR. CRAIG: I intended it to be mystical, Mr. Moore, but 
the mystical things of this world are those which usually 
find accomplishment. 


THE CHAIRMAN: You are now dealing in the realm of philosophy. 
(Laughter). . 


MR. CRAIG: I might say, Mr. Deputy Administrator, that this 
group believes as much in the spirit as in the Act. 


MR. THAXTON: May I ask a question, Mr. Chairman? 
THE CHAIRMAN: You may, indeed. 


MR. THAXTON: Is it your plan to farm these men out with our 
borrowers, to see that they get some practical experience 
and get polished off, or have I spoken out of turn? 


MR. CRAIG: Not at all. I might say that the plan of what 
might be done with these apprentice engineers will be decided 
by the Administrator and the staff, as the need for them 
arises. At present, to attempt to answer that question woul d 
be anticipating the future, and that is like trying to gauge 
the economic feasibility of a project twenty years from now. 
I am unable to read that far ahead. 


THE CHAIRMAN: Do not go away. Mr. Cook, can you venture any 
more than Dr. Craig has been able to on this subject? 


MR. RUSSELL COOK: I think he has handled it very nicelye 


MR. CRAIG: Thank you, Mr. Cook. You are getting an expert 
on the job, Mr. Chairman. 


THE CHAIRMAN: Do you want to say that this is still an ex- 
periment? 


MR. COOK: Still an experiment? 

THE CHAIRMAN: Yes. 

MR. RUSSELL COOK: No, I should say not, for this reasons 
Bach piece of work that these apprentice engineers are do- 


ing is something that has to be done by somebody somewhere, 
and if we did not have them on it, we should have to have 
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other persons doing the same things. In other words, if : 

we took these twenty apprentice engineers out, we should 

have to have twenty other.people in their places. Now we. 

have twenty prospective engineers for any. and all parts ~ 
of the organization; they are learning.and being trained 

and getting an REA point of view at the same time. 


THE CHAIRMAN: Over how long a period does the training 
range? 


MR. RUSSELL COOK: One year. 


| THE CHAIRMAN: One year. Nobody as yet has had that year's 
l training? 


MR. RUSSELL COOK: No, about seven months. 


THE CHAIRMAN: Then you will know more about it at the end 
of a year or perhaps two years? 


| MR. RUSSELL COOK: You will know much more about it at the 
end of ten years. 


li THR CHAIRMAN! No, you will be in a bigger fog in ten years 

i ‘than you will be in two. This business of bringing college 

‘ ‘men into an organization and putting them through training 

i is not new in this country. It has been done. for many, many 

i years. I suspect that practically no present executive of the 
; Westinghouse Company, except-.Mr. Robertson, would feel at home 
unless he could say sometime. that he used to take his meals 
at Smith's Boarding House across the street from the old Penn- 
sylvania Station in Wilkinsburg, where I used to eat although 
I was not working for Westinghouse. That was a good many 
years ago when I was about.the age of these young apprentice 
engineer se 


It has been the practice of General Electric, as 
long as I can remember, to do the same thing. I think Mr. 
Winder is a product of that training. 


All over the world I have met General Hlectric men 
i and Westinghouse men who have gone through that training. 
Many of them remain with the firm a lifetime, and many of 
them with affiliates. Some go with customers of the company. 


Bethlehem Steel Corporation has recruited its pres- 


ent sales force very largely through that process. teas 
| hard to say just where men will go after training. 
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I suspect none of those men in any one of those 
companies which I mentioned, or in many others which I 
might mention, gets anywhere near the attention to the 
humanities that our men will get over a period of a year. 


They are told the objectives of the company, the 
processes of manufacture, and all that sort of thing. 
There must be over a thousand men gathered.from the col- 
leges, in training of one kind or another, throughout the 
United States. 


The standards of selection are beginning to 
change, too. ‘The selection is based sometimes wholly on 
intellectual accomplishment, and sometimes on the all-round 
accomplishment such as we get in the selection of Rhodes 
scholars. Men must have demonstrated in their four years 
of school life not only ability to study the assignment and 
Pass examinations, but they must show qualities of leader— 
ship in broad fields of human relations. 


Take a young man who has no understanding of the 
humanities and start him out, and you have one thing; but 
take a boy who possesses qualities of leadership in a group, 
of balanced activities, athletics, the arts, etc., and you 
have a different sort of person. 


We shall know more about the results a little 
latere JI think it is well to remember what Russell Cook 
said, however, that these men are working, rotating at 
regular jobs, as they go along. If they were not on the 
job, doing certain kinds of clerical or drafting work, 
the work which the experienced executive ordinarily turns 
over to an assistant, then somebody else would be doing it, 
perhaps without the ultimate objective of participating in 
these activities on the managerial or engineering side, in 
the field of rural electrification. 


I understand the film is here; Mr.. E. J. Coil, 
who brought this film from Sweden, is not here this morning. 
I saw the film once. The scrivt is Swedish, but I hope we 
may be able to see the significance of this plan. 


This represents a functional barn, a barn designed 
specifically to do the job that must be done on the farm -- 
to make the farm operate effectively and economically. In 
the past people have just built barns. If they had a lot 
of neighbors and if lumber was cheap, they built a big 
barn. Otherwise they built a small barn; and barns are all 
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pretty much alike in this country, as you know, except in 
the dairy country. 


However, in Sweden something happened. When the 
Covernnent became interested in electrification, in getting 
more power for less money, they found that one of the 
things which they had to do was to teach people how to use 
electricity. A man connected with the enterprise, having 
vision and courage, decided that the thing to do was to 
build a barn as a factory would be built. 


First you find out what you are going to make and 
find out the steps in the process of making the’ product; 
then you design your building and arrange your machinery 
so that you get the fewest waste motions. In other words, 
this really is an excellent example of the use of the 
process chart and the use of the motion study in industry. 


If we had time today to go into the history of 
the development of scientific management we.should find 
that Frederic Taylor, our own Administrator, Mr. Cooke, and 
others, had laid the foundation for this very barn, long 
agoe Only we have not thought of transplanting our experi- 
ence from factory to farm as they have done in Sweden. Frank 
Gilbreth put in years trying to.convince people that they 
could do more work with many fewer motions if they organized 
the work properly. To prove this he took the camera into 
the shop, 


Then came the process chart, which is making great. 
inroads into plant lay-out. For instance, the Cadillac 
Motor Company has spent thousands of dollars completely re- 
arranging and reorganizing all of the production machinery 
on the basis of some inquiries that Mr. Morgensen, whom I 
had on my staff, prepared and presented to them. The same 
techniques have been taken into a great many enterprises; 
the Duponts are using them, and they are being used in the 
copper fabricating business and in hosts of places around 
the United States. 


Colonel Babcock did this kind of thing in Syracuse 
and again in Peoria, and he did it overseas with the general 
headquarters handling materials. 


I think it is one of the things which we who are 
talking sbout load building must get over to a great many 
people. Perhaps nobody will do it exactly like it is being 
done in Sweden, but we may begin to make some modifications 
to ite 
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What it amounts to is really building a little fac 
tory on the farm and saving so much money in the construc- 
tion*of this little factory over building the regular barn 
that farmers can afford to purchase all the electrical equip- 
ment they need in the barn out of this saving, as against 
building the normal barn and not having any electrical equip— 
ment in it. 


They ‘start out with the job, what they must do, 
what their daily tasks are, and build the barn around that. 


It is very simple, but it takes a long time to 
make changes among traditionally-minded people who do things 
a certain way, because their grandfathers did them so. 


Does anybody else know about this barn? Mr. Walters, 
you have seen it, or ——- could you talk about our literature? 


MR. WALTERS: I should be glad to. 


THE CHAIRMAN: Suppose you do that for a minute while we are 
waiting, tell what you have been getting out and how people 
get it, whether by writing into the Correspondence Section, 
or whether you fellows want these field men to follow a 
different procedure. 


I take it this way: While I think it is all right 
to have casual inquiries of our borrowers and our prospective 
borrowers go through our Correspondence Section, I should 
think our own field people, who are asking for information 
ought to get it as quickly as possible. Is that not true, 
Mre Cook? 


MR. RUSSELL COOK: Yes. All mail, however, goes through the 
Correspondence Section. 


THE CHAIRMAN: How is that handled, Mrs. Harfield? 


MRS. HARFIELD: It is routed to the section which can send 
the information requested. General inquiries are handled 
in the Correspondence Section, if possible. If it is some- 
thing which we think we cannot handle, we refer it to the 
proper section, but when an inquiry comes in from a member 
of the field staff, it is routed to his chief, who sees, 

of course, that he receives the desired material. 


THE CHAIRMAN: How long does it take, a day or two days, to 
go through, or is it likely to go to that place the same 
day? 
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MRS. HARFIELD: It goes out the same day. We receive mail 
twice daily. The greater part of that which is received at 
8:15 ae me is routed from the Correspondence Section before 
noon. ‘There is a second mail which comes in around noon 
and that is sent out of the Correspondence Section just as 
quickly as possible the same day. 


MR. WALTERS: I do not know whether it is Mrs. Harfield's 
fault, but mail coming in the morning reaches us before 

noon, and mail coming in the afternoon reaches us between 
four-thirty and five, when all official business is done. 


THE CHAIRMAN: Cannot the mail be handled the same day? 

MR. WALTERS: It should be handled the same afternoon. 

THH CHAIRMAN: You do not get it the same afternoon? 

MR. WALTERS: WNo. 

THE CHAIRMAN: But you must let it go over? 

MR. WALTERS: Yes, we.must let it go over. 

THE CHAIFMAN: I try to get my desk cleared about 4:30 p. m., 
and every time I look uo there is more on it than in the 
morning. .I wondered what was the matter. It :just piles up 
at night, apparently from nowhere. It comes not from out- 
side but inside; it is from these men who are here this 
morning, and it would have been coming in today if you were 
not all here. 

MR. WALTERS: I want to talk about pamphlets. 

THE CHAIRMAN: Miss Taylor, do you have a question? 

MISS TAYLOR: I have a suggestion which I should like to 
make. When I am out in the field, JI think I find too few 
pamphlets on what the REA is, and how you can get electric 


service by borrowing from the REA. I have forgotten the 
name of the pamphlet. 


THE CHAIRMAN: At what places do you find too few? 
MISS TAYLOR: For instance, I should like to see that material 
in the hands of the extension specialists. That is the 


place, if it is possible, from which to send it out to farm-— 
E€rse 
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We have a lot of people on our mailing list, but 
they do not seem to be getting that particular pamphlet. 
Sometimes, when I am visiting even where we have projects, | 
I do.not find those pamphlets. I usually take an extra 
bunch with me and place them where I think they will be 
most needed. % 


THE CHAIRMAN: Mr. Walters. 


MR. WALTERS: Answering that: Pamphlets are given to home 


_ demonstration agents, county agents, and to the field men, 


t00. 


THE CHAIRMAN: Directly to them in their counties? 


MR. WALTERS: Directly to them in their counties by mail. 


We cannot be mailing the same pamphlet over and over again. 
We make them available, and if they throw them away, we 
cannot help it. We cannot make people read the booklets, 
we can only make them attractive enough that they will want 
to read them. 


Mr. Bacon has a habit of taking pamphlets and 
leaving one here and there. He is doing good public rela 
tions work. 


THE CHAIRMAN: I also.take some with me, no matter where I 
go in the field, assuming that perhaps. people do not have 
them currently on their desk, and that they should be made 
available. 


MR. THAXTON: Mr. Walters, I should like to ask a question. 
In your original distribution of pamphlets, booklets, and 
literature of all kinds, do you send along a self-addressed 


“requisition, by which ‘the party receiving it can know the 


mame and number of the pamphlet which he needs? 


MR. WALTERS: Not with all of them, but once in a while. 
Sending them in quantities to county agents would encroach 
a bit on the Department of Agriculture, which we are very 
careful not to do, and which they have been careful not to 
have us do. 


The county agents who are alert and who are inter 
ested in the program, of course, write in for them. We have 
felt that we could not legitimately encourage them directly 
to write in for more pamphlets, We do indirectly, in every 
way that we can. 
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MR. THAYTON: I think Miss Taylor hit upon the same thing that I 
did before, and that is that the very people who should have the 
literature do not have it, because it has gone into the ee eea vata 
or is under a stack of as or some other place on the desk 


MR. WALTERS: We can make it available to them but, again, we can~ 
not make them read ite ue 


THE CHAIRMAN: That sort of literature is'a good deal like the 
magazines which come to people's desks; they are going to read them 
sometimes That is why people who travel in the field ought to take 
with them not a great trunk full of these pamphlets, but a suffie 
cient number to leave one here and there with people who they are 
sure are interested and who should read these important pieces of 
literature. This is something which must constantly be stressed: 
You cannot saturate anybody by a single distribution of anything, 
whether it be a pamphlet, a magazine or a newspaper or whatnot; 
they must be sent again and again. 


MISS TAYLOR: I find they are receiving the monthly Rural Elec- 
trification News and reading it. I am surprised at the number 
of people who tell me they read this little magazines 


There is another little bulletin called "More Power to 
the Farmer", or something like that; I should like to see that 
sent to the extension specialists at the colleges. 


THE CHAIRMAN: As one editor to another, I am going to make a 
suggestion to Mr, Walters. I was an editor in competitive business, 
where first of all we had to get people to pay the circulation price, 
and then get them to read our paper in competition with a host of 
other magazines and papers which they thought they wanted to read 
more than ourse We were not terribly successful, but we found 

that there was one thing which would help which some other magazine 
editors learned long ago, namely a serial, In other words, if you 
could take the contents of one of your really important pamphlets 
and serialize it, then run it in the News, putting in perhaps a 
page in one issue and continuing it in the next number then the 

man reading your News will have your pamphlet, although he did not 
read it in pamphlet form. 


That is from one editor to another, and I charge no cons, 
sultation fee for the ideae 


MR. WALTERS: I do not think you realize it, but the News carries 
questions and answers which duplicate to some extent the material 
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in our earlier pamphlets, 


THE CHAIRMAN: Maybe if you do that, it does not matter whether 
they read the pamphlets. 


MR. WALTERS: It does. We want them to read the pamphlets, 
tO0e 


THE CHAIRMAN: ‘They will begin to think it is this "accumulated 
hash", We can talk about that a long time. 


(At this point the film relating to the 
Model Swedish Electric Farm was shown.) 


THE CHAIRMAN: Somebody asked this morning about these films 
which Utilization or Information has sent out to help people 
understand the application of electricity. There are two short 
films about which they wanted to know. They will be shown 
immediately, and then we. shall recess for a few minutes. 


MR. PHILLIPS: The two films which we are going to show you are 
the first of what we hope will be a series of REA strips. The 
first is on electricity in general; the second is a trip to 
Rosedale; a third is being preparede Hach trip has a set of 
lecture notes, and the idea is that while the film is being 
shown someone will read the lecture notes. Mr. Gilson has 
kindly consented to read the lecture notes for these two stripse 


The photographs which you will see are from our own 
filese We have taken most of them, I am sure many of you are 
amateur photographers, or past that point. We should be very 
grateful when you have taken photographs in the field, if you 
would send them to use We need more and more photographs.e 


THE CHAIRMAN: I should like to supplement that by saying, if 
you do send them, identify them as accurately as possible. 

We have gotten ourselves into difficulty, assuming that 
photographs were taken at a certain place on a certain pro~ 
perty when they were taken at a different placee 


The exact description should tell what it is, so 
that it will not run wild in our files. 


MR. PHILLIPS: Identify the people shown with names and so 
forth. 
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THE CHAIRMAN: And tell where the project i's, what the pic- 
ture's relation to the project is, etc. 


MR. PHILLIPS: These strips are furnished by the. Nepean vaer 
son Picture Service, which manufactures them for us; they are 
sold for fifty-five cents each. The strips were announced 

in the January News, a page being devoted to that subject; 
and we have had the page reprinted. 


Our thought was to send out the reprints to county 
agents and to other people who might be interested in buying 
the strips and in showing them. I have brought down a sup- 
ply of the reprints, and they will be outside, if you should 
like to have the address of the Davidson Picture Service. 


(The two short films produced by REA, above 
referred to, were shown at this voint. ) 


THE CHAIRMAN: Mr. Walters is afraid that not enough people 
picked up this reprint from the News entitled "REA Film 
Strips Now Available". I am sorry to say that I did not hear 
Mr. Phillips say they were available outside, although he did 
say it. In case you did not hear‘him, let me repeat that I 
think it is worth while to put one in your pocket and look 
over the information contained therein. Perhaps you will be 
able to distribute some of them, 


Mr. Marion will now explain the use of the manual, 
what he means by the manual, what is in the manual, how it 
is gathered, and what the purpose of the manual is. 


Mr. Marion, of Accounting and Finance. 


MR. MARION: Mr. Carmody, ladies and gentlemen: The borrow- 
er's manual, as we call it, originated at a conference held 
in the Administrator's office nearly a year ago. Certain 
matters of importance which were discussed gave rise to the 
thought that there mast be many subjects which could be put 
in writing and assembled under one set of covers. These as- 
sembled data would become a manual, which could be sent out 
to borrowers. 


This idea was not in any manner a product of the 
Finance Section, but the task was assigned to us because 
the subject was presented while a representative of this 
section happened to be present. 
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We have endeavored to collect all the data from 
various sections and divisions of RBA, which might ordinarily 
be sent out piece-meal to the borrower. If the borrower did 
not have a satisfactory place to safely retain information 
of a valuable nature such as memoranda, instructions and so 
forth, this information would lie around and be snowed under 
here and there and could not be found at the time it was 
; needed. The idea of the loose-leaf binder evolved from that. 
We have collected a fair amount of data from the divisions 
| and sections of REA which felt that they had something to 
a contribute. One possible drawback is that we did not take 
in the period of development; we had intended to send out 
the manual at the time that the Loan Contract was signed, 
the reason for that being that the building up of the manual 
required some time and investigation, as well as considerable 
expense. Therefore, we thought it would be more prudent and 
logical to send it out at a time when we had a definite 
organization with which to deal. 


a ee a: ee ane 


ela. 


Now, as to the character of the information con- 
tained in the binder, we have, first of all, the Accounting 
Manual, which, as you know, consists of a chart of accounts, 
an explanation of what the accounts mean, and what should 
be charged to them. 


q 


Next in order we have copies of invoice and other 
forms that the borrower will need in the operation of his 
business. 


Explanations have been prepared in each instance 
showing how the forms are to be used, what the purpose is, 
and so forth. 


Another form recently added refers to the building 
up of a budget. Each borrower has been asked to make an esti- 
mate of what his gross income will be, and what his expendi- 
tures will amount to, broken down under a few general cap- 
tions, so that he would have some kind of yardstick with 
which to guide his business. We are asking that this be done 
very early so that he will become budget-minded and in that 
way limit has expenses to conform with his revenues. The 
budget will act as a barometer and prevent tendencies to 
create operating deficits. 


We have also prepared for the manual a glossary 
which consists principally of words and terms taken from 
the Accounting Manual. There are numerous terms which are 
entirely new to the borrower and which he would like to have 
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explained. Furthermore, the glossary will, we hope, standard- 
ize the meaning of terms used so that a word used in New 
England will be interpreted in the same manner in Texas. 

This will also help the auditors materially because it will 
contribute to uniformity in the distribution of items to the 
different classifications and in accounting procedures. 


Now, I have told you how the manual originated and 
what it contains; we are hoping that it will act as one of 
the avenues for coordinating efforts of REA and the borrow— 
ers concerned, and also act as an aid in clarifying some.of 
the REA policies. 


The manual has been assembled in what we think is 
an attractive form. It is so arranged that when the data 
become obsolete, old sheets can be removed and new sheets in- 
serted to replace them. It is intended, of course, to. fur- 
nish those who have manuals with any new or revised sheets. 


That in brief is about the story. 


THE CHAIRMAN: Just stay there, Mr. Marion, please. Can we 
hold this up, or have you done that? This binder is the one . 
that will be supplied to the borrower. 

(Exhibiting binder) 
MR, MARION: To the borrower. 


THE CHAIRMAN: It is a standard binder. Is it flexible and 
can it be expanded? 


MR, MARION: It can be expanded. 


THE CHAIRMAN: Can it be expanded sufficiently to take care 
of perhaps a year's. releases? 


MR. MARION: Yes, sir. 


THE CHATRMAN: With an index, miscellaneous instruction and 
utilization, legal, engineering, development, and accounting 
information. 


Here are instructions that the average borrower can 
understand, if he will study them, and can understand better 
when they are explained to him by the auditors who, in the 
normal course of business, will be visiting the project anyway. 
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MR. MARION: Yes, sir. 


THE CHAIRMAN: We are looking toward the standardization of 
accounting too, are we not? 


MR. MARION: That is right. 


THE CHAIRMAN: So that the comoarisons may be really compari- 
sons, 


When do you plan to send out this mammal, assuming 
that you get in it all the information which you think you 
can get at a certain time? Are you prepared to send it out 
when the borrower is organizing? 


MR, MARION: Right after the contract is signed. 
THE CHAIRMAN: After the loan contract is signed? 
MR. MARION: After the loan contract is signed. 


THE CHAIRMAN: It is then an organization, and you have an 
organization to deal with? 


MR. MARION: That is right. 
THE CHAIRMAN: This will be a growth. It must-grow. 
MR. MARION: ‘That is right. 


THE CHAIRMAN: And there must go in it from time to time 
bits of information that do not originate in your department? 


MR. MARION: Absolutely. 


THE CHAIRMAN: Are you suggesting that the data that the 
Legal Division would recommend be incorporated here, be 
cleared through you or sent directly to the borrower, let- 
ting the borrower incorporate such things in the manual? 


MR. MARION: My answer to the first part of the question is 
that we do ask, and have asked, after explaining to them 
our object, the various divisions to furnish the data that 
they feel will be proper information for the borrower. 


Subsequently, we provose to ask the borrowers if 


they have any suggestions after going over this manual, as 
to the additional information which might be added. 
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THE CHAIRMAN: Do you not think each division should have a 
master covy, so that it knows what has gone out,’ for the 
specific purpose of being incorporated in the manual? In 
other words, the Legal Division will ask the borrower to put 
certain things in the manual for reasons which they may have. 


MR, MARION: Yes, sir. 


THE CHAIRMAN: If each division has a master copy, and it is 
kept up to date, then each one of them will know what the 
other one is doing, because there should not be anything in 
this manual of a legal nature which is not only approved by 
but recommended to be put in the manual by the Legal Division. 
The same thing is true with respect to the Utilization Section 
and the Engineering Division, etc. As to Accounting, you will 
take care of that yourselves. 


Let us make a note of that, Miss Blades, so that it 
can be arranged inside in such fashion as not to bring about 
conflict and not to have something in the manual that the 
responsible division would not want to have in there. 


MR. MARION: The idea of building up a manual is by no means 
new, as you all know. It is an old story. In commercial 
lines I scarcely know of a large corporation which does not 
have a manual of some sort. I know in the automobile busi- 
ness they have manuals, plenty of them, and I also know that 
the Chrysler Corporation, the Ford Motor Company, General 
Motors, and all of the very large businesses have them. 


THE CHAIRMAN: You do not have to defend it. It is an ac- 
cepted practice. 


MR. MARION: Yes, sir. 


THE CHAIRMAN: And more than ever necessary in an organiza- 
tion like this, which may be dealing with three, four or 
five hundred separate borrowers. . 


MR. MARION: In the Government service there are several 
manuals, like that of the Department of Agriculture, Home 
Owners Loan Corporation and the Farm Loan Bank. I am not 
trying to defend it, but to show that the idea is well 
founded. 


THE CHAIRMAN: Very well. * 
MR. MARION: That is all I have to say. 


MR. LONG: Are any of these available to anybody besides the 
borrowers? I mean are they available to the field men? 
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MR. MARION: They will ‘be. 


THE CHAIRMAN: They ought to be available at the same time 1 
should think, and each field man should have one. 


MR. BACON: Is there any period between the allotment and the 
contract covered there? 


MR. MARION: Between the signing of the loan contract? 


MR. McALWEE: At present the manual covers the period after the 
contract is signed? 


MR. LEVERETTE: It is a systematic method of assembling informa- 
tion for the borrower. When the auditor gets on the ground, it 
is about the only method which he will have of getting a general 
review of everything. He is left, in a sense, the final word of 
review as to legal contracts, this, that and the other thing, and 
all these instructions which go out to the borrowers, if they 
assemble them in a systematic order, will contain’ the information 
for him to review. 


THE CHAIRMAN: The most difficult thing about it, apart from 
assembling it originally, is to keep it up to date and keep the 
dead leaves out and the live leaves in, so that you are not deal~ 
ing with misinformation. Everybody who has ever dealt with any 
such thing knows that is the most difficult problem. 


MR. FREEMAN: Mr. Marion, in trying to get the borrower: to set up 
a budget, I should like to ask whether we assist the borrower, in 
setting up a budget commensurate with the size of the project? 


MR. MARION: Absolutely. First, we send out the forms with the 
necessary instructions; we follow that up as soon as we can by 
sending out one of the auditors who makes it a point to assist 
the borrower in setting up a budget. 


THE CHAIRMAN: That is only a partial answer. The real answer 

to your question, Mr. Freeman, is that we have not arrived at 

that stage in our development. When I use the word "develop~ 
ment" I do not mean the Development Division. That 1s a thing 
which we hope to discuss this afternoon. Et hwiliebe a part of 
Mr. Herring's discussion, I think. None of us, I believe, knows 
now how much to set up for operation of the various sized.pneg= 
ectse Obviously, they cannot judge their ability to pay a manager 
on the basis of their income at the moment; there must be another 


basis for judging that. 
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For instance, here is Idaho-4-Bonner, a project 
which as set up cannot afford a manager on the basis of its 
present income, and yet it-.if cannot afford to have one it 
will be ruined. 


- So it is with Indiana-6—Boonee Is not that true?. 
Miss Harris can you answer that? 


MISS HARRIS: Yes, sire 

THE CHAIRMAN: That is true, is it not? 
MISS HARRIS: Absolutely. 

- THE CHAIRMAN: A11 right. 


We are really in the process of determining what 
should be a wise budget for these operations. 


MRe FREEMAN: I have one further question to ask. At the 

time that the feasibility of the project is set up, Mre Winder 
makes an estimate for the overhead. I do not know that 

Mre Winder breaks thet down into detail, but I am wondering 
whether in setting up the budget those figures are used as 

a check to see that the budget, which is being set up, is 

not in excess of the amount which it has been estimated that 
the overhead would be. 


. MR. PYLES: The question which I am going to raise probably 
will not be answered until a later discussion: It is the 
question of management and the appointment of a managers. If 
it is decided that the manager should be appointed immediate- 
ly upon allocation, I wonder if that is not the proper time 
to send out the manual of instructions, Mr. Chairman —- 
complete as to how to proceed with the formation of the cor= 
poration and what has to be done before the signing of the 
loan contracte 


THE CHAIRMAN: Yes, sir, it would be, Will you be sure to 
taise that question when we discuss the matter this afternoon? 


MR. NICHOLSON: I should like to say a word about these legal 
forms which Mr. Marion mentioned, which are chiefly involved 
in the question which Mr. Pyles raised. Most of them do not 
lend themselves to uniform treatment all over the country. 
There is not even uniform treatment within a given State. 

The forms are rather numerous, as follows:. articles of in- 
corporation and the by-laws; the resolutions for the meet— 
ings of the members and the stockholders in authorization of 
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the signing of the loan agreement: notices of meetings, 
waivers of notice; further resolutions when they come to exe- 
cute the note or the bonds and the mortgage; forms of service 
contract, forms of easements, other forms of contracts with 
engineers, with statewide corporations, and for wholesale 
power contracts, etc. 


I have not given an exhaustive list, but those are 
the usual documents which we have to prepare. 


Now, these vary widely with different States,and 
even in a given State they may vary, because very often 
these documents, particularly some of the resolutions, as 
well as some of the contracts, have to be prepared with 
particular reference to the local situation, which may vary 
as between one project and another. 


Therefore, we have not found it feasible to put 
into the manual the various documents that might be stan~ 
dardized because it might become very confusing. We would 
have an inadequate set of legal documents in the manual, 
whereas the thing which the borrower's attorney wants is to 
get for his use a complete get of documents and a complete 
letter of instructions. 


So that although there are a few documents which 
can be standardized within a given State, and some of them, 
such as the contract for electric service might even be 
standardized for the whole country, it has not seemed feasi~ 
ble to us to have just a few documents, which usually are 
the less important documents standardized for the purpose of 
this uniform manual. We prefer to include them along with 
the documents which cannot be standardized, in the letters 
of instruction and the brochures of documents which we have 
to send out to the borrower's attorney. 


THE CHAIRMAN: If you have a manual and depend upon it for 
very much, you must put in the manual a statement as to what 
kinds of information cannot be standardized and tell the 
peoples "For such kinds of information, write directly to 
the Legal Division." 


MR. PYIES: That is the point I have in mind. 


THE CHAIRMAN: They can only get it by writing to the Legal | 
Divisione 


MAJOR WERTH: Mr. Marion, are one or more copies of this 
available in the library for the use of student engineers 
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and others here? If you want to have a best seller, I sup- 
pose you-wanht copies of it read by the largest number of 
people. I would suggest that you place at least two copies 
inthe library. 


TH CHAIRMAN: Thank you. 


MR. CAVANAUGH: Mr. Chairman, my understanding is that this 
manual will act as an almanac, not particularly covering 
matters that the Legal Division or the Engineering Division 
have affecting a project, but it is going to give all the 
hard and fast rules which we have been able to set upe It 
tells accounting practices: our borrowers have a ready refer- 
ence guide there, and they can go to that. If we start put- 
ting in everything affecting a project during the period from 
allocation until the contract is signed, we shall have the 
issue so beclouded that the manual will lose its value. If 
we could keep it as an almanac, and keep it exclusively for 
that use, they will have a guide to follow. Any other sec- 
tion with information -- Utilization principally -- can sup- 
ply standardized data which will fit into the document and 
complete .it. 


THE CHAIRMAN: Are there any more questions? 
MR. McALWHE ° Yes, Give 
THE CHAIRMAN: Mr. McAlwee. 


MR. McALWHE: The observation which I was going to make, 

Mr. Carmody, was with regard to the sort of instructions which 
we put into a manual We are all salesmen trying to sell 

a jobe Hewonepmens ot men go out and promote the job and 

Boyd Fisher develops it, Mr. Nicholson and the Legal Division 
pass on the legality, the Engineers design the lines and see 
that they are built, and Mr. Marion's organization comes 

along and audits the accounts. So, we are trying to'seil a 
job; ‘and this manual is to help us sell it. ' 


THE CHAIRMAN: Sell it to whom, Mr. McAlwee? 


MR. McALWEE: Sell it to the rural citizens of the United States, 
the people to whom we are trying to give electric service. 


THE CHAIRMAN: To the borrowere 


MR. McALWEE: Yes sir. To the borrower who is the official 
representative of those individuals. When we try to sell 
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this job, we cannot put into the manual all the details that 
go with our individual jobs, because when we try to teach a 
small child something, we do not go into all the details as 
to what kind of material was used to make the stove, and 
what kind of fuel is in it that makes it hot. We merely 
say: "Don't touch the stove because you will get burned." 


That is the kind of instructions which we can 
safely put in the manual. If we cannot submit something 
positive, give us negative instructions and say to thé bor- 
rower, "Don't do this because you will break a rule and you 
will make it necessary for us to spend six more months get- 
ting this project in shape for construction" -—- "don't do 
thisjiand. don't: do) that." 


That is the kind of information which we should 
like to have in the manual to make it effective. We know 
we cannot clutter it up with all the details which might 
£0 into it, but if you can say to the borrower, "Since it 
is necessary for you to have the right kind of engineer, 
and the right kind of lawyer or manager, and you have little 
or no experience in this field, please submit to us the 
things about which you do not know at a time when we can 
serve you. This will save you time and money." I think 
that the manual will serve a very good purpose in the organi- 
zation, because after all it should be and will be a good 
manual. Now since the borrower becomes an associate member 
of our organization he is really like the dealer selling the 
automobiles about which Mr. Carmody was talking. 


We are the manufacturer or distributor offering 
the product, and he is the dealer. He does not know any- 
thing about the merits of our product or the methods to fol- 
low to attain success; it is because we did not tell him our 
story. I think most of us will concede that it is a new 
business to him, newer to him than to us. 


Most of us at this conference have learned much 
that we did not know before about REA. As a rule we do not 
know what the other fellow is doing; most of them keep their 
business to themselves; they think their particular function 
is a secret. There should not be any secret about RHA. 


For some reason or another we have not coordinated 
our efforts. Development has not, Legal has not, and some 
of the other departments have not to the extent that would 
be readily expected. 
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The men on the road are the ones asking the most 
questions. Why do they ask them? Because they have a prob- 
lem-with the sponsor or borrower. .He is asking the field 
men questions that they do not know how to answer. They 
come back here and someone is afraid to give them the answers. 


THE CHAIRMAN: Is that true? 
ANSWER: Yes. 


MR. McALWEE: You are out in the field, you are the REA in 
the field. There is not anything about the job that you 
should not know. Everyone knows that technically we may be 
better fitted as lawyers, engineers, accountants, or audi- 
tors; however, some of us cannot sing, but we do know when 
someone sings well, and we are able to say, "This or that 
varty is a singer of note —~- the man or woman to get in 
touch with if we want good singing." 


That is the point I.am trying to put over. If we 
put into this manual negative instructions, where we have 
failed to put in positive ones, we will have done a good job. 


(Applause) 


THE CHAIRMAN: We might go to the War Department and find out 
how they use their manuals in running the army. 


Mr. Johnston. 


MR. JOHNSTON: I should like to ask Mr. Marion a sort of 
double-barrelled question. The first is, when does the bor- 
rower become the responsible disburser of the funds he bor- 
rows?, and the second ~ — 


‘THE CHAIRMAN: let him answer that first question before you 


propound the second one. 
MR. JOHNSTON: The other ties in with the first question. 


THE CHAIRMAN: Is it so close that he cannot answer a first 
question? 


MR. JOHNSTON: They are twins. 


THE CHAIRMAN: Siamese? If they are Siamese twins, we shall 
have both questions. 
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MR. JOHNSTON: Yes -- Siamese twins. The twin question is, 
when the moment comes that the borrower is the responsible 
disburser of his funds, is he kept directly informed of 
everything connected with the finances? That is, does he 
know what every dollar that he has borrowed is being spent 
for and when it is being spent? 


THE CHATRMAN: The first question is, when does he become 
the actual and official borrower, or as the borrower, when 
does he get the right to disburse funds? When he does, 
what does he know about the disbursements? 


MR. MARION: That part of the question itself is a sort of 
double-barrelled question, because if the borrower obligates 
himself for merchandise purchased and labor that has been 
utilized, and wants a reimbursement, that question is not so 
easily answered at that point. 


If he tries to get money for the purpose of taking 
care of expenditures to be made, then the moment that he re- 
ceives advances from REA through the Treasury Department, he 
becomes a disburser of those funds. 


THE CHAIRMAN: Do you mean to say that there comes a time in 
his contractual relationship with REA when he is entitled to 
RHA funds? 


[Re MARION: Yes, sir. 
THE CHAIRMAN: That may be when his request for his first ad- 
vance is approved, goes, through all the machinery here, and 
passes through the Treasury, that is one thing? 
MR. MARION: That is one thing. 
THE CHAIRMAN: But are you also trying to say that he may have 
obligated some of those funds, and did obligate some of 
those funds, before he got them in his hands? 

In other words, there could be no occasion to dis- 
burse most of the funds under the first request unless they 
have been obligated. Some work must have been done for 


which it is proper to pay REA funds before the request can 
be made. Is that what you were saying? 


MR. MARION: ‘That is just what I mean. 


THE CHAIRMAN: Is that true, Mr. Nicholson? 
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MR. NICHOLSON: I might say, to supplement what has been said, 
that the terms of the agreement between the borrower and the 
United States govern the question which Mr. Johnston asked. 


We make advances, so-called, which means just what 
it says. We spend the money to take care of their future 
needs. The borrower sends a statement of what it expects 
to do with the money and we pass upon that. If we approve 
the statement in toto, then that becomes the charter of its 
use of that particular disbursement from the Government, and 
it can use the money for the purposes set forth in its state- 
ment of purposes, and for no other. 


Very often we have to have some items reduced ~~ 
reduce them in amount or eliminate them altogether -~ be- 
cause the borrower has included items which cannot be paid 
for out of Government funds. Those are usually not large 
in amount but sometimes they are troublesome in character. 


Then the requisition which we sent to the Treasury 
is adjusted according to the items which we can approve. 
The borrower gives an accounting of wnat it has done with 
the funds which were last sent. Our auditors have to check 
that accounting with the statement which we sent, to see 
whether or not the borrower has made any improper disburse- 
ments. If the borrower has made any improper disbursements, 
the borrower is charged with those items and they are de- 
ducted from the next requisition, so that ultimately when 
the project is completed, the borrower will have obtained 
just enough money to take care of those items of expense 
which we have approved. 


If the borrower has used any of our disbursements 
for funds which we have not approved, toward the end of the 
project, the borrower will simply run out of money and will 
not have enough to complete the job. 


Does that make clear what you had in mind, 
Mr. Johnston? 


MR. JOHNSTON: That answers it in part, but I think what I 

am particularly interested in is to know whether or not the 
borrower or the engineer on the job, or the lawyer on the 

job, is the person with whom our accounting division deals; 
and, if we do deal directly with the engineer, does the 
borrower always receive a copy of just what the engineer gets, 
so that the borrower throughout the transaction may have a 
really intelligent understanding of the operation before it 
actually is completed? 
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MR. NICHOLSON: The borrower is a corporation, and a corpora- 
tion acts only through agents and representatives. The engi- 
neer, the treasurer and the manager are all representatives 
of the borrower, so that if any representative gets any 
information, then the borrower getsit. 


How many representatives of a given borrower want 
and ought to have this information, of course, is another 
question. Usually the treasurer draws the checks with some 
provision for counter signature. I take it that our auditor 
usually deals with the treasurer, but it is a matter for 
local decision, I suppose, a's to what representatives of the 
borrowing coryvoration are entitled to obtain the information 
and instructions which we send out. Sometimes they might 
go to more than one man. 


THE CHAIRMAN: There is no standard practice. It depends 
on how the organization is set up and upon the people in 
the organization. In some cases they cannot do it whthout 
a meeting of the board of directors if it is agreed that 

it should be obtained in that way. That has happened on 
some projects. Some others they meet less frequently, per- 
haps, once a month. 


The auditing department deals with a set of books 
and the people who are responsible under the contract and 
who are required under the contract to sign certain releases 
also. Is not that true? 


MRe MARION: ‘That is correct. 


MR. JOHNSTON: Somebody directly representing the borrower -- 
and I think the engineer or lawyer would only indirectly 
represent him -—- and somebody representing the borrower, like 
the manager or the president, would be kept informed of Cm: 
transactions in the expenditures of the borrowed funds? 


THE CHAIRMAN: Usually there is a meeting of the board about 
the time that the auditors get there, Mr. Johnston, in actual 
practice. My own observation in the field has been that as 
far as they are able to keep the books properly, the books 
are available to all the responsible officers who want to see 


them, 


MR. McALWEE: There is not any instance where the engineer 
or the lawyer disburses any funds from REA. There is some- 
one authorized by the corporation to disburse those funds, 
and a report is made to the board of directors covering 
those disbursements. 
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THE CHAIRMAN: I-have hapnened to sit in when some of these 
disbursements were being made, and it varies in different 
corporations. Many corporations are run without the stock 
holders having the faintest idea of what is going on, and 
other corporations are run with the stockholders having 
full knowledge of what is being done. 


MR. SARLE: I wonder if this will clarify it: Since most of 
the requisitions for funds are to pay the contractor for the 
work which he has to do, the representative of the contrac-— 

tor and the representative of the engineer get together and 

make up the application for funds. But that mast be signed 

by the president and secretary or treasurer of the organiza- 
tion, who send it in to Washington for the Government funds. 
Does that help you? 


THE CHAIRMAN: If it does not, I think you ought to sit down 
and talk about it with the auditing department, Mr. Johnston. 


Mr. Cockrill. 


MR. COCKRILL: I:want to say for Mr. Johnston's information 
that each voucher or requisition is supported by a certifi- 
cate from the treasurer of the corporation, stating the 
amount of the funds which have been received and the amount 
of money previously advanced. I think that is evidence of 
the fact that the corvoration knows about it. 


Mie CHAIRMAN: «I think so. 


MR. MARION: I want to add this one remark, Mr. Carmody: 
The borrower, who of course should be very much interested 
in knowing how things are going from the standpoint of rec- 
ords, has every opportunity to find out what is going on 
and to supplement that when our men are in the field. 


One of the specific things which they do is to 
make the borrower absolutely acquainted with every phase and 
factor of the transaction, so that he not only has knowledge 
of what has taken place, but he has the benefit of the com- 
parisons, percentages and everything else. 

Does that help? 

THE. CHATRMAN: I think.so. 


MR. SARLE: I wonder if it has been clarified as to whether 
this manual has been released by RHA. Can anyone answer that? 
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THE CHATRMAN: What is the answer? 


MR. MARION: It has not been released. We are hoping to 
release copies goon, maybe in six weeks. 


THE CHAIRMAN: Are there any other questions on the mammal 
or accounting procedure? 


MR. PACKEL: I have a question as to general accounting pro- 
cedure. I do not know whether it interests many of us. Of 
Course our loans are amortized, and in a sense that takes 
7 care of depreciation, but what do you tell the borrowers in 
setting uv their books as to depreciation. I am wondering 
what you tell them, or do you just ignore it, in view of the 
amortization? 


MR. MARION: We do not talk depreciation at all. We try to 
handle it through maintenance. 


THE CHAIRMAN: We have been promising you, Mr. Herring, all 
morning, but we have decided to listen to you this afternoon. 
How would it be if we recessed now and resumed at one—fifteen, 
then we could go through the various subjects in which you 
are interested, and which we cannot very well discuss until 
you participate in them? 


MR. HERRING: Yes, sir. 
THE CHAIRMAN: We will recess until 1:15 this afternoon. 


(Thereupon a recess was taken 
Ble sio oe clog anti Ls 15 
of the same day.) 


AFTERNOON SESSION 


THE CHAIRMAN: This afternoon we ghall learn from Mr. Nicholson 
and Mr. Herring and perhaps Mr. Swanson, what specific items 
may be paid for. There is a minimum covering it, but there 

is still some doubt in some people's minds as to what may be 
‘paid for; that will be mumber one. 


We shall go immediately to this subject "What May 
Be Paid: For." 
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MR. NICHOLSON: Mr. O'Callaghan has asked that I speak for 
him because a matter seems to require his attention this 
afternoon and he did not expect to have the conference run ° 
over to this afternoon. The items which can be included as 
a part of the cost of the project financed with Government 


funds are variable. By reference two documents —- first, 
the Act, under which we operate, and secondly, the Loan 
Agreement drawn pursuant to that Act -- I think I can very 


quickly make clear the general scheme by which all ques- 
tions of this sort can be answered. The problem runs out 
into great detail and certain specific items are sometimes 
ds) ctous to. the Tine oe way or the other thas 1 this te 
would be no profit at all in discussing these details, ex— 
cept for illustrative purposes. 


First, the Act under which we operate provides for 
the making of loans for the construction of electric lines, 
and generating plants in rural areas. The word " construc- 
tion is the key-word for the purpose of our present discus- 
sion and, obviously, it must be reasonably interpreted. It 
does not mean the mere matter of physical construction of 
the lines, nor is it limited to labor, only. \ It, obviously 
includes material for the line. The Comptroller General's 
office has told me informally that we can even include the 
cost of land in a small amount necessary for the erection of 


a substation. We have interpreted the word -- and I am quite 


sure it is a proper interpretation -—- to include everything 
that is necessary to bring the project into being. When 
Congress spoke of the construction of a line, that meant the 
bringing into being of an electric line, including all ex- 
penditure necessary for that purpose. Coming down to the 
Loan Agreement, which defines precisely the agreement be- 
tween the parties. The present language of our agreement 
now being used is this: "The term ‘cost of the Project’, 
herein, shall be deemed to mean the reasonable actual ex- 
penses incurred by the Borrower, for the performance of its 
obligations under this agreement and in connection with 

all acts of the Borrower necessarily prerequisite to this 
agreement, the reasonableness of all such expenses to be 
subject to the approval of the Administrator." That is a 
little broader than the terms of some of our earlier agree- 


ments. 


Most of the earlier agreements define the cost of 
the project in terms of actual out-of-pocket expenses for 
labor and material plus a certain amount for overhead items. 


These were described in one way or another. Overhead included 
such matters as engineering, legal expense, customers! surveys 


and the like. 


Boe 


‘ 


The language of our present egreement is about as 
proad as it could be made and yet come within the oounds of 
a contractual: provision.” The key words in our present. con- 
tract are these: "The reasonable expense necessary for the 
nerformance of the borrower's obligation." The chief obli- 
gation of the borrower is to build a system of @ certain 
character as described in the agreement and definitely 
aetermined by subsequent plens, meos, etc. ‘he borrower 
aiso has the obligation to create a legal obligation to the 
Government end establish its legal right to operete the vroj- 
ect. The borrower must ovtain necessary authorizations from 
public bodies as may be required under State lar, must ood- 
tain easements, must arrange for a source of wholesale ener- 
oy, and must conduct its corporate procedure in accordence 
with the law. Everything which the borrower has to do in 
orcer to fulfill these requirements may be financed as part 
of the cost of the vroject. 


By the same token, nothing else than that can be 
financed. You will note that the agreement also provides 
that we can and shall finance everything necessarily prere- 
quisite to the agreement. Now, that was wut in to maxe as- 
surence doubly sure in cases where the borrover wants us to 
finance the cost of incorvoration, including filing fee, ad- 
vertising, lawyer's fee, etc. It is my ooinion that those 
items covld be financed under our earlier forms of agreement 
as being necessary to bring the project into being, but the 
oresent form of agreement maxes it exoressly clear. 


Finally, there is probably a question in your mind 
as to what cannot be financed. There is no line that can be 
drain with precision. There is a sort of "no man's land" 
wiere Some items might be judged by one man to be within 
this egreement and by another man to be outside the agreement. 
We just have to reach what in our opinion is the best deci- 
sion after collaboration of the accovntants, engineers and 
lawyers. Now, generally speaking, the preliminary expense 
necessary to preoare the avplication for the loan cannot ve 
incluced. Such items are certainly not obligations which the 
borrower must perform under the agreement and neither are 
these matters prerequisite to the agreement in the sense that 
they are necessarily related to it. The work that goes into 
preliminary surveys and accounting, holding meetings and talx 
ing to farmers might cost a lot of monay and might be worth 
&@ lot of money but all that hes to do with promotion and the 
axolication for the loan cannot ve finenced with Government 
funds. 


No loan comes into being until the Administrator 
has made an allotment. . Some of this preliminary work can 
later be financed if it has continving valve in connection 
with the project. The customers! survey, once made, if it 
: has value for later purposes in connection with estimates 
| and layouts under the loan agreement, does not have to be 
made over again. Just as materials made five years ago can 
| be used in the project, so surveys or maps necessary under 
the agreement can also be used and financed regardless of 
| the time when they were made. However, only such items as 
| have continuing value in connection with the project can be 
: financed. ‘Trips to Washington in swpport of the application, 
, mass meetings and the like fall outside the terms of this 
agreement. 


Nov, going to the other end of the process, matters 
that pertain to operation of the completed project fall out- 
Side this agreement. ‘Ye have power under our Act to finance 
the operation of projects and we could suoply working capital 
if the Government wants to do so. However, to date, the policy 
of the Administrator has not been to furnish money for any- 
thing more than the cost of the lines, so the borrower cannot 
buy materials in large quantities to be used for future main- 
tenance. A small amount of material, of course, can be car- 
ried over. We cannot expect the borrower to estimate to the 
penny exactly what is going to be needed by the time the 
project’ is completed. ‘Te must apply the rule of reason. TI 
think I have covered the essential outline of the subject, 

I have done it hastily, I mow, but I shall try to answer 

any questions that are in your minds. _ 


| I have prevared a statement affirmed by Mr. Carmody and 
Mr. Herring embodying what I have just said and a great deal more; 

' it goes into some detail in applying the general principle I have 
discussed to specific items. This is now in use for the people of 
REA who are interested in this problem. I see no reason why it 
Should not. be available to all departments. Anyone in REA, I think, 
Should be entitled to have this for his guidance, but it is more 

| or less confidential and not for the public. 


MR. FALKENVALD: Mr. Nicholson, if an engineer, working for an em- 


gineering fee on the basis.of three percent, comes to Washington 
for the purpose of drawing up plans and specifications, how does 
he Pay FOr Lai Ss trip? 


AE ASOD AE I OE SS te GG ALI IF AR 


Mr. NICHOLSON: If he is employed on a fee basis, it is all charged 
to his fee. 7 


MR. HERRING: Yhere is no necessity for his coming to Washington 
if he has complied with the instructions he has received. 


. 
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THE CHAIRMAN: I believe it would be very zood if each one came to 
Washington before he made a move. The most satisfactory projects 

I have encountered in the field were projects on which the en- 
Sineer or lawyer, or both, ceme to Washington. They learned what 
we wanted, They got an entirely new conception of what the problems 
are. Unless they come in, or we go to them at the outset in- 
terminable correspondence ensues, resulting in delay and friction, 


MR HERRING: If we do that it means an increase of personnel, 
because otherwise we cannot take care of them, 


THE CHAIRMAN: I think we waste a great deal of time trying to 
find out what these fellows mean. I cannot believe that we 
could not save time, money, friction and everything else by 
having a very definite wnderstanding around the table when the 
joo starts. 


MR. LONG: The experience I have had with engineers and lawyers 
out in the field was, that after they made a trip to Washington 
they openly stated that if they had made that trip before they 
would have gained much more than by correspondence back and forth. 


THES CHAIRMAN: I cannot believe anything else. Ultimately they 
have to come here; if they don't, there is something wrong with 
their projects, If we don't have regional offices, we have 

to do something else. 


MR. HERRING: We furnish them with complete sets of plans and 

specifications. Any engineer who knows his business can follow 

the plans and write his specifications. All he has to do is to 

[im toe fisures. Competent men im the ficld.do it., It is 
ory Gasy.s 


THE CHAIRMAN: Did you have something, Walters? 
v S3 


MR. WALTERS: liost of the competent engineers have come to 
Washingto 


MR. HERRING; No, not all of them by any means. 
t 4 
MR. WALTERS: Finning has not been here. 


MR. ROEWE: You mentioned a moment ago, Mr. Nicholson, that the 
construction cost could not be figured down to the last cent. I 
agree with you in that. That being the case, it is possible for 
the borrower to get some material from the construction crew and 
contractor and put it into the cost of construction. That is 
going on whether we like it or not, 


ote 
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MR. NICHOLSON: I said that they could not do that. If, in the 
necessary purchases for the project, they found they had two or 
three meters left over, they would not have to sell them in the 
open market nor pay for them out of membership fees. If they 
deliberately purchased fifty meters beyond the number of customers 
originally contemplated, then we could not finance those because 
they had nothing to do with the cost of the project. If they buy 
stationery and have 100 sheets of paper left over, that is all 
right, If they have 5,000 sheets left over, that is a different 
thing. 


QUESTION: I am still-not clear on this question. If the contractor 
has two or three poles left over and 200 or 300 pounds of wire, we 
shall say in theory, the borrower wants it for construction. Is 

it all right to put that into construction cost? 


MR. NICHOLSON: Oh, yes, items like that are all right. 
QUESTION: It is not erected. 
THE CHAIRMAN: No. 


MR, SWANSON: There is no way of including the cost of materials 
except those erected and in place, 


QUESTION: I am thinking of South Carolina, 
MR. SWANSON: That is the same thing, 


QUESTION: Another thing is this: Suppose they install additional 
material or more than is necessary -- I am thinking of transformers 
for the moment, though it could be guy wires or some other item. 
Gan it not be left there? 


MR. HERRING: I can answer. The inspector's instructions require 
him to report such items, That is why we send them to the field 
to see that the equipment is properly installed and is usable. 

If the job is being loaded wp with extra transformers, we want 

to know about it. Give us the list of all such materials. 


MR. NICHOLSON: Mr. Herring, you have to remember that we cannot 
forget these projects when the line is constructed. The Govern- 
ment is going to live with these projects for twenty years and 

the cooperative, at some time, from some source, out of the 
returns from selling energy or otherwise, is going to have to buy 
certain things, Now, it is much easier for the Government to help 
them financially at the time of the construction of the project 
than two years later, If they need $2,000 a little later to buy 
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Something, there may be a great many reasons why we would not de 
able to. give it to them. The work involved in putting through a 
$2,000 loan would be enough to swamp us if it happened too often, 
It is my opinion, that, in the interest of our investments, and 
for the necessary operation of these projects, within reason, we 
ought to help them as far as we can at the time of construction, 
If they have a fewmaterials left over that they are going to need, 
Something they are going to have to buy, I should rather capitalize 
those items as part of our loan and enable them to use current 
returns for the handling of their normal operation, than use the 
money they get from the sale of energy and thus go into default 
on the payment of interest and principal. 


Mik. HERRING: I agree. Lend them the money for operating purposes, 
but do not charge it to construction, You are building up a 
fictitious figure and your construction value is not there. But, 
if we were to say to them, "Of this amount of money we have lent, 
you can take $2,000 for operating expenses," -—- I understand we 
Can do it under the 1936 Act, the borrower can <o ahead and buy 
transformers, meters and other materials but to charge these to 
construction is manifestly incorrect. We need to be fair with 
ourselves, There is no objection as I see it to providing for 
extra materials but let us do it in the right way. 


THE CHAIRMAN: I have a feeling that we shall arrive at a way of 
nandling this. I think Mr. Herring and Mr. Nicholson have pointed 
the way. I think we have now come to the time that we have to 
Close the cycle, In other words, we cannot leave this hiatus be- 
tween the end of construction and the period wnen the borrower, 

out of his own funds, would vay the expense that is reauired or 
make Capital investments, if you please, in equipment that is 
necessary or will ve necessary currently, maybe ten days after 

the project is energized. I think we shall agree that there 

shall be a certain amount of money, whatever the amount necessary, 
available for operation. I daresay that disbursement of thet par- 
ticular money will be a total expenditure, one from the cooperative 
and one from REA -- in other words, put a certain amount in trust 
so that it cannot be used for something else. Mr. Herring has 

Said many times that we should make as much money available in 
advance as can be spent for the job for which it was set up. I 

am sure we can aie away. 1 think we have arrived at a conclusion 
the details of which will meet all of those requirements. 


I -look woon field ‘geod as having two purposes. They 
have many more. There are two essential purposes: One of these 
is to do their job as they are instructed to do it and report it 
as they sce it. “The other sis -to help us here at home to see the 
situation in the field -- which we cannot see because we are too 
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far awey ~- and thereby; nelp us to formilate policy. It is not 
4 oy 9) uf : : 


sufficient that a policy be formulated and put into effect. In- 
side, we say the field people should come Dacx, the engineers, — 
the lawyers and the others; that, Mr. Herring speaks about. Sut 
quite important too, are your suggestions relative to the ad.ajp~ 
tation of policy to the changing conditions. We have those two 
things. I am of the opinion that that can be clarified. 


Te have discussed this question of operaticn many times 
and Mr. Herring and Mr. Marion have discussed it. It is helping 
us on a few of the projects that have been energized and witn 
which we have had the difficulty of retaining the manager they 
hired to do some work. 


Now, Mr. Swanson, did you want to say something about 
those items that have to be paid for? 
MR. SWANSON: I.want to endorse wnat Mr. Herring said. I have 
no quarrel with what Mr. Nicholson says. I recognize the import- 
ance. of construction costs. 


MR. McAIWER: Is that with regard to extensions? 
THE CHAIRMAN: Consumer extensions? 


MR, McALTHE: Consumer extensions to the farmer himself. The 
contractor agrees to build so many miles of line and we assume 
there will be so many conswaers on the line according to our 
original estimate ~- about three to the MilLegtu one «contractor 
finishes the line and the consumer ratio is two per mile... Now, 
after the line has been built, the cormpletion certificate has 
been certified to by our engineers, and the fine. mudi t..made, 
John Smith decides to come in on the line; he says it looks now 
like it is going to work, How does the cooperative go about 
putting the extension to Jonn Smith's house when they do not have 
the money to do it? The borrower has to write in to, Washington. 
If REA does agree to finance that extension by the time the new 
contracts are ready and the cooperative gets its answer, John 
Smith has changed his mind. 


THE CHAIRMAN: I know what he is driving at. 
MR. McALTEE: How does one get the money to finance those extensions? 
How does it work? If he has that done under the contract, Mr. 


Herring, is there a contract provision? 


MR. HERRING: The contract is all cleaned up. The job is finished. 
The only way is for the cooperative to take the money it receives 
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from customers and go out and do the work. It does not entail much 
work but requires an experienced person to do the work. If the 
prospective customer has delayed from month to month in making up 
his mind, and the contractor finishes the work, the prospective 
customer should pay something extra because it would be necessary 
to send a crew to build the line involving special work at in- 
creased cost to the project. Some of the cooperatives are adopt-— 
ing a basis of that sort. The man could have been warned by the 
cooperative that it was expected to complete construction on a 
certain date, and if service was taken after that, an extra charge 
of ten or fifteen dollars would be made. 


THE CHAIRMAN: That is the only answer. 


MR. PYLES: I do not agree with that, Mr. Carmody, for that is the 
very practice we are condeming the power companies for at the 
present time, 


MR. HERRING: You have a different situation. 


MR. PYLES: If the customer has had to pay to get on the lines, 
the power company has disregarded those charges and are not now 
charging them. 


MR. HERRING: I am talking about extensions into customers! homes. 
MR. PYLES: I mean the service. 


MR. HERRING: If a man who has been living there knows the line 
is being installed, and has not signed wn for service and it is 
simply a matter of a transformer -- I think when the crew is 
required to make a trip of twenty miles, the customer ought to 
pay for it. But it is wo to the cooperative. 


MR. McALWEE: Maybe I am wrong. 


THe CHAIRMAN: I do not think you are all wrong. If the project 
is approved on the basis of three customers to the mile and 
figures three transformers to go into that construction, and we 
have only two on the line at present, would there be anything 
wrong in allowing a certain percentage of these transformers to 
be stored? How will these be used up? 


MR. HERRING: That is all right, but you still have your cost of 
making this twenty-mile trip to take care of him. 


MR. PYLES: What is a twenty-mile trip? 


MR. HERRING: You figure it out. Hire a truck and the expense of 
aman going out there and back. 
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MR. McALWEE: That.is very true, but the farmers do not see it 
in tie Wichis 


THE CHAIRMAN: I think this has to be said: You mst keep abreast 
everywhere of the local situation. There was a time when you 

knew pretty much what the policy of utilities would be with re- 
spect to rural customers. They did not want them and if they got 
them, they wanted them to pay a pretty big vrice. We cannot 

assume that that is the present policy of the companies. It may 

be of some. It certainly is not the present policy of the 
companies that are trying to get customers whose interest was 
aroused by REA. The least we can do is to mcet their competition. 
We cannot lag behind them because, as you have said, the reason 
REA got started was because so many people criticized the utilities 
for not moving forward. Utilities have been and are serving a great 
many customers and are serving them on new terms, and they will 
continue to serve customers on new service terms because they mus t 
meet the competition. If they walk into our project and oLrfer 
better terms and conditions than the cooperative could offer, we 
have to meet that competition, for in meeting such we can still 
live within the statute and make it pay out. The payout is the 
deadline for us. We have to adapt ourselves. 


Mr. Herring knows more about it than any one OL ws, 
but even he has not kept up with those changing conditions be- 
cause he has not been out in the field all of the time. We have 
to meet that and I think we shall in that field, as we have done 
in every other; we will move forward as the need for it is apparent 
and is justified under the statute, always remembering that the 
statute is the controlling factor. Even within the statute we 
must make our policy as dynamic as the farmers who are being 
served need to have us make it. 


I think the main thing for you men to do is to keep us 
informed about the rapid moves that are being made in the change 
of policy out in your territory. Mr. Nicholson cannot keep up 
with it and Mr. Herring cannot. Mr. Herring goes out to Texas 
and finds lines built one hundred miles further than he was told 
they were by utility people in his own office. 


Then we have the business of keeping ourselves keyed 
up so that at least we meet the competition. We cannot do any- 
thing if in doing it, the project is not feasible or will not pay 
out under the statute. Let us remember that always. Tha te 
the deadline. We cannot move beyond it. 


MR. MACKAY: I want to support Mr. Herring and Mr. Swanson against 


Mr. Nicholson regarding materials to be paid for under the construc 
tion contract. I ran into that condition in the field. 


24? 


THE CHAIRMAN: What condition? 
MR. MACKAY: Left-over material. 
THE CHAIRMAN: What did you do with it? 


MR. MACKAY: I told them the construction contract called for 
materials in place and that only these could be paid for. 


MR. SWANSON: I think I con clear that point up by explaining 
exactly what happens. The first inguiry has to do with something 
that pertains to operation. Assuming that, he says the certificate 
of completion has been given. That means the Construction Contract 
has been closed. 


ANSWER: I disagree with you there. The service connection is 
part of construction. It can be capitalized. 


THE CHAIRMAN: It can be capitalized, but can it be done under 
this particular Loan Contract? 


ANSWER!" T° do not think so. 


MR. SWANSON: I say this, that the Construction Contract, par- 
ticularly when completion certificate is given, so far as the 
contractor is concerned the contract is closed, and so far as 
RHA is concerned the agreement is closed; the final figures have 
been received; and the sponsor and RHA have both been satis-— 
fied. Then when the sponsor is faced with the problem of ex- 
tending a service line or any kind of line; obviously, that is 
added capital and can be capitalized. 


MR. NICHOLSON: I might suggest one answer. These projects 
ought to have a little working capital. It is sometimes very 
distressing to find projects where the membership fee is only 
a dollar, or, as in some cases, where they have collected no 
‘membership fee. We have not made the requirement of a five 
dollar fee, but my opinion is that we should emphasize to the 
local people the fact that they are running a business of 
considerable scope which must have some working capital, and 
which should be worth five dollars to each of them. Ten dollars 
would not be too mich. If they have three or four thousand 
dollars, they can do the things about which we have been talk- 
ing. 


THE CHAIRMAN: In many cases promoters have collected fees and 
then decamped, That situation exists all over Texas. There 
are certain parts of Pennsylvania where it is almost impossible 
to get people to put up any money for that very reason. 
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Question: Is that on our projects? 


THE CHAIRMAN: Yes, on our projects. They were reported to be 
REA projects before the people imew wiat they were being ex- 
posed to. It has existed even in the enlightened State of 
Wisconsin. 


MR. FISHER: They have a new president. 


T should like to make a statement in connection with. 
what Mr. Nicholson said. First of all, I fully agree with what 
hé said ag to having a membership fee of not less than five 
dollars, which can be collected perhaps in ins taldmente.u. ty 
think in many cages a small down payment until the project 
begins to look feasible and looks promising might be all that 
should be required. There should be a promise for the remainder. 


I am seriously in doubt as to whether a membership fee 
of five or ten dollars is going to prove to be sufficient 
working capital to carry these projects through until the time 
when they begin to receive payments for electric service rendered 
to the customers. We are not sufficiently on the job yet with 
regard to house wiring and we are not sufficiently on the job 
with regard to the sale of appliances. ‘We are not sufficiently 
on the job yet as to organization, etc. We are so new, and we 
have such limited experience that we have a problem in our 
minds today relative to when to begin and at what point to be- 
gin the work of organizing for business, not orgenizing for 
getting a loan, but organizing for business in order that we 
might get some of these. things done in time and so dats ears ks a 
soon as the line is energized they can begin to collect on Ke 


Possibly in the future, we shall have a successful plan 
at our finger tips so we may know when to get these prospects 
into the mill and thus require a minimum of capital in addi- 
tion to collecting two or three bills It as perfectly 
obvious to me now that’ these coopera ane are.going to run into 
very serious financial difficulties in paying their management 
fees, in paying their bookkeepers, their bills of one sort or 
another -- printing notices, payment for collection slips, 
payment for meter readings -- which will come in at the last 
moment unless we give them some operating capital in our loan. 


Mr. Nicholson has pointed out that our loan contract 
does not give proper provision and he does not feel that 7 Ss 
necessary to make provision for the lending of operating 
capital. He also states the deadline within our province, under 
the law, if we choose to do that. Maybe it needs to be crossed 
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as a Chimera of a few persons, but I do feel that we at least 
ought to mention the possibility: ‘that where a project can 
gpend it, we ought to stress the readiness for a need, as 
demonstrated to me, of a loan for operating capital. 


MR. O'CALLAGHAN: During the construction period, under our 
contract, no cash interest is payable by the borrower. We 

have adopted a very lenient program 'of extending the construction 
period beyond the completion of the actual construction so 

that any income that comes in at that time need not be paid to 
REA. That is a little cushion. We have adopted a general 
policy of postponing the payment on account of the principal 

to twenty-five months after the date of the note required to 

be delivered by our borrowers. We try to keep the date of 

the note as close as possible to the date of the commencement 
of construction so that after construction will have been 
completed, the borrowers will have a whole year to operate 
without any payments on account of principal. Sometimes there 
will be more than enough money accumulated out of operating 
revenues, and of that some may be used as a reserve for operating 
capital. Theoretically, they would only have to start accumu- 
lating for our first monthly payment a month before it is due, 
because the project is supposed to be set up on the basis that 
it takes thig month's earnings to take care of the next month's 
interest and principal. So we have not been very deficient in 
providing for our borrowers. 


THE CHAIRMAN: I think we have been more lenient than any 
other Government agency that I know of. We cannot be blamed 
on that score. The question is how much further can we go 
under the statute and still make self~liquidating projects. 
The restrictions which we have placed have not been made un~ 
selfishly. In other words, it is not to our interest to see 
these enterprises in default. Let us leave this question of 
operating expenses to the lawyerse Could you give them an 
operating fund? 


MR. CAVANAUGH: There is a further point which has not been 
mentionede We have a statute by which the contractor must be 
bonded. Those bonds, wnder the present set-up, must be for 
five thousand dollarse Then there is the item of property 
damage insurance and public liability on the project, the total 
cost of which sometimes exceeds four hundred dollars. 


THE CHAIRMAN: We need to make a special study of that and this 


Nebraska Act to see whether or not the unicameral questions 
might really be solved. 
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ANSWER! That is being donee The bill has been passed. 
bens P 


THE CHAIRMAN: On this point of operating expenses and working 
capital? — 


ANSWER: In regard to membership eo, I have seen some projects 
_where they have a five dollar membership fee and by the time 

the project is energized there is very little left of the member 
ship. funds because they have spent most of the money for items 
that were disallowed or that.have not been permitted. 


THE CHAIRMAN: Preliminary items obviously cannot go into 
building of the new lines and that is what the membership fee. 
is supposed to be spent for. 


MR. MEIER: There is another angle to the operating fund in 
connection with getting a project started; that is, whether 
the directors shall receive per diem or traveling expenses and 
whether they make an allotment, and whether it makes a legit 
imate part. 


THE CHAIRMAN: In Nebraska, they may receive up to six dollars 
a day under the Nebraska Acte In other places they may make | 
their own arrangements. JI do not kmow what the answer is 

There again, you are dealing with three hundred or four See 
dred organizations all over the countrye What do you recommend? 


MR. MEIER: I think there should be some provision for com 
pensation. 


THE CHAIRMAN: For mileage and time? 


MR. MEIER: ‘The charges of the meeting. 


THE CHAIRMAN: I think we ought to go to some people and get 
some facts on those points from people who mow about coopera 
tives. There are a great many people, some here in Washington, 
who have developed definite ideas with regard to cooperatives. 
I have not asked them. I think we ought to get advice regard- 
ing cooperatives and their Cee from its who have 
lived with them. 


MR. MEIER: I have paid out $735 for cooperative experience 
and I am speaking from that experiencee My observation has 
been that you cannot expect directors to use their time and 
pay their own expenses and continue to be interested in’ our 
program. They are soon going to develop a psychological atti- 
tude that so-and-so is getting just as much as they are and 
not doing anything to make the program progresSe 
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THE CHAIRMAN: $750 may be too much to pay for experience. 


MR. MEIER: I think people should be willing to pay those who 
give up their own time in behalf of the group. 


THE CHAIRMAN: Well, now, Mr. Herring, have we exhausted this? 


MR. SWANSON: I wanted to finish one point. It is a wholly new 
subject that has to do with the question of meterse I want to 
explain what is actually being done. 


THE CHAIRMAN: That is after the contractor has left the prop- 
ertye 


MR. SWANSON; I am going to say, as Mr. O'Callaghan says, we 
do not know the day the contractor getsthrough until the 
engineer turns in the certificate of completion. 


THE CHAIRMAN: How many have we closed up at the present time? 
MR. SWANSON: Six or seven. 
THE CHAIRMAN: Now I know what you mean. 


MR. SWANSON: What happens is this. The contractor takes the 
contract on the assumption that so many customers will be 
connected. He goes down the line, puts in all the poles, wires 
and transformers in front of the houses of the customers who 
have signed upe I presume that is the time you are referring 
to first. That means the contractor has actually completed 
that job so far as he is concerned. He has the service drops 
run up to the houses. But it is not up to the contractor to 
set the meter. The meter is furnished by the sponsor. Whether 
or not you know that, I do not know. ‘The ‘sponsor sets it and 
we reimburse them for setting that meter. As long as the loan 
contract is open, we can continue to reimburse the sponsor for 
setting meters and hooking up the wirese That would take care 
of the cost to connect customers that have signed up, even 
after the contractor has gone and the construction contract is 
closed. : 


QUESTION: Does that include transformers? 
MR. SWANSON: That-is in the contractor's bid. He puts that upe 


THE CHAIRMAN: So when he moves off, the transformer is there 
as well as the drope 


MR. SWANSON: I think it ie well “to find cw if there is*any 
doubt about that point; it has been raised so many times. 
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QUESTION: I did not know the. meter was included. ' 


MR. SWANSON: The sponsor buys the meters under a separate 
contract. They are delivered to his warehouse. The sponsor 
may, at the end of one year, have only 500 out of a possible 
1,000 installed, but we cannot close the loan. contract until 
he gets the other five hundred in. ie 


THE CHAIRMAN; That leaves two situations, Mr. Pyles, as I .see 
its The contractor went down the line understanding that 
there would be three hundted customers and put in a drop for 
_two fellows that did not want to come in at that moment but 
would come in later. The contractor went about his business. 
Finally, the two fellows come ine You ask, what shall they — 
be charged? Another comes in who vas not a signer and was not 
included in the beginning} hehas no transformer. You have 
those two fellows. 


ANSWER: I was simply talking about the fineit ONE « 


MR. McALWEE; Sometimes there is more equipment required than 
a drope | 


THE CHAIRMAN: Let us see what it is. It has not been closed 
yet» We have discussed the advisability of extending that. . 

It will be released within a few days and then we shall discuss 
anti 


MR. McALWEEB: The reason I raised the question was at the time 
the map was spotted this particular farmer lived too far back 
to get service without paying for some of it, because then we 
only granted free service for one span of wire and a hundred 
foot. service drope Now, he can be taken in under the new plan 
that has not been adopted as yets In that case it would re- 
quire more than could be*rolled up on the top of a pole. 


MRe PYLES: Would it include the first span of wire? 


THE CHAIRMAN: Of course, it would have included it. If the 
man's house is set back, quite naturally before the contractor 
moves that equipment he would have to have that equipment upe 


MR. SWANSON; The contractors get paid so much for the poles 
in place and so much for. the gadgets; the wires are paid for 
at go much per thougand-foot lengths. If the sponsor of the 
project wants him to go back; I presume he Baldy provided he 
gets paid for it. 


MR. MeALWEE: You would go back if you were the contractore — 
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MR SWANSCN: If I were the contractor, I would only go back 
within the limits of the contract. 


MR. VISE: Mr. Swanson has said as long as the loan contract 
is in existence you can go ahead, but there is a serious ob- 
stacle to that and it is becoming more serious ell the time. 
That is the source of the allotment. There is no allotment 
to tae care of the extra customer. In meny projects, the 
allotment is not high enovgh to take care of the customers 
which they have. If we are going to carry ovt Mr. Pyles! 
suggestion, we shall have to increase the allotment. 


THE CHAIRMAN: I think we have discussed that in the organi- 
zation, and there is an inquiry going on, one related to the 
other as obviously they can be related. 


Mr. Herring, do you want to.go on with operations now? 


MR, HERRING: Our little agreement was that you were going into 
this question of selecting managers. 


THE CHAIRMAN: If you are just waiting for a chance to follow 
fae, you shall have it quickly because this is the situation: 

i do not know that we have enough information yet to warrant 
any of us saying that as this project gets toward the period of 
energizing you may pay a manager so much. I think that 
generally speaking, whatever we do now, we shall soon come to 
the point where we realize the necessity for having a manager. 
I do not lmow what his title might be. It might be secretary; 
it might be treasurer; it might be something else; it might 

be even an engineer; or it is lixely to be a person who is 
going to carry the project through on the business side as long 
as he can make it pay out financially and until it is vaid for. 
I think we shall reach the point when we shall see that the 
borrower gets such a person on his vayroll early, as early as 
it is physically possible to start to build and to check the 
load building...As.a matter of fact, he ought to be in from 
the beginning; maybe he will come out of the organization. 

He may be the originator of the project. He may be important 
from some other place or he may heve come from some small 
utility, or from a certain kind of job in a large development. 
He will bring to the project as much expverience as one human 
being can bring and work for what they can afford to pay him. 
That is a very general statement. I assume most of these 
projects will be able to pay between $80 and $250 ver month, 
not at the beginning, but at some stage of their development. 


As a matter of fact, no enterprise can exist without 
management, and we must know that the management is canable; 
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moreover, it must be coordinated. In many of these projects, 
the lawyer or engineer assumes the managerial functions. 
Neither is likely to stay on and carry forward detailed work 
in educationél progrems, collecting bills, reoairing lines, 
and all that sort of thing. However, if you set up the man 
that Mr. Herring describes in all of those reports -- what do 
you call this man, a comoosite man? -- he would heve to be 
everything from a Sam Insull down to a repair lineman, 
Obviously, we cennot exvect that. Somewhere we shall have to 
work out @ method of training these young men who will find 
themselves out in these jobs. 


We may find some young men who have hed the experience 
those cooperatives need. They will need to know about the 
philosophy of coordination. They have to do that because if 
these cooperatives are taken apart and put into the hands of 
only a half dozen people, they will not be very good borrowers. 
What we have to do is to build them up. WNot one thousand 
people, but farmers who are interested in making this thing a 
success. The manager must be the kind of person who can live 
in that atmosphere. He has to be able to maxe a budget, to 
anticipate expense and figure out how he will: meet this ex- 
pense.  "That/is’my talk on this thing) It is*very “indefinite. 


MR. HERRING: I agree with you in that. I rather judge from 
what you say, from one point that you made by inference, that 
jt is impossible, practically impossible to set up qualifica- 
tions and specifications for men for a managership which wilh’ 
be apolicable all over the country. Each project, in my 
opinion must be considered sevarately. Here is a project of 
only sixty miles with 200 customers. Such a project, manifestly, 
cannot afford a full-time manager and it has to be somebody on 
a part-time basis to take care of it. There are other projects 
which run up to 300 or 400 miles; here the project can afford 
to pay a little more money. I mean they will have enough left 
from their gfoss income to pay a little more money for a@ man 

to handle that project than there would be for a very small 
project. 

Now, in the question set un for discussion, how shall 
cooperatives select managers and engineers? I think too many 
of these projects go at the selection of a manager in a very 
haphazard manner. Here is a man pretty well known in the area, 
He is, let us sey, of a certain type. At any rate, he knows 
people, he interests a number of veople and they start out on 
their project. They do a good job. This man may not know any- 
thing about electricity, and in most cases he does not. Ina 
good many cases, he is interested in it because he thinks 
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there is a chance of working up a good job for himself. There 
is no reason for trying to fool ourselves about it. So the 
thing that we have to guard against is to get in, even in the 
early stages of the project, a man we may call manager, who 
is going to contime as manager but who is really incompetent 
to do the job. We are just as much interested, we in: REA, 
and overhaps more interested, in seeing that they get a man 
who can do the job as it should be done, as the cooperative. 
And when you summarize what constitutes doing the job well, 

I think you could probably put that into a few words and say 
that his duty is to see that there is sufficient revemue ob-— 
tained from the project to take care of the necessary ex- 
penses in connection with it. There are a number of points 
to consider but certainly that is what we want the managers 
to do. And if they are not going into default, that is what 
the manager mist do. 


In selecting the man, I think all of you who are in 
the field can well realize that the selection depends not upon 
One thing but a mumber of things: His ability to handle any 
kind of business, and his familiarity with business of some 
Rivide 


In selecting engineers, we started out on the basis 
that we were not going to employ consulting engineers for 
this work because the fees they wanted were, at first, alto- 
gether too high. We decided the thing to do was to employ 
individual engineers, pay them a monthly salary, a rate at 
which they were ready to go ahead and do the work, competent 
men, of course. After three or four months of such work, we 
reached the definite conclusion that it slowed up the work 
to employ an individual who had no office, no personnel and 
no equipment to do this work. We decided very quickly to 
use consulting engineers, engineers who were definitely 
established, having an office, some personnel and equipment 
available to do the work we wanted done. We have found, and 
experience has taught us very definitely, that that is the 
oroper way to handle the work. The consulting engineers take 
hold of the work: they have the personnel and equipment to go 
right ahead and do it. We get the plans and specifications in 
a third or a quarter of the time that it takes an individual 
engineer to do it. This is not a reflection on the individual 
engineer, but it is a definite indication that the man with 
the qualifications for this job, with the ability, personnel, 
and equipment, can do a much quicker and better job. 


In addition, these men in general, must be ina 


position to finance themselves for the time required to get 
the first advance from the project. 
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That, I think, is all I need to say about the selection 
of engineers except to comment on the fact that when the 
project is initiated and the development people are talking 

with the project sponsors, caution them to be very careful and 
reasonably ‘slow in selecting an engineer because it is not 

good for them to pick out, perhaps, an individual who may be 

a thoroughly good engineer, possibly an irrigation engineer, 

but who knows nothing about distribution line work. Such a 

man may start out to make the maps but when it comes to laying 

out the system, we find that he is not competent and we have 

to get another man. This is embarrassing for the engineer; 

it is hard for him to explain in his community why he has 

been superseded. 


THE CHAIRMAN: Mr. OtCallaghan is going to talk about that, 


MR. HERRING: Now, going directly to the operating end, 
naturally someone must be responsible for the operation of 
these properties when we get to the point where we close them 
up and energize the lines. There are three phases in the work, 
as I see it: first, the promotional or development stage; 
secondly, the construction stage; and thirdly, the operation 
stage. 


The project should have someone such as we have been 
talking about as manager. I have found very definitely that 
there are very few of these people representing the projects, 
who have any idea as to the amount of money that may be avail- 
able after they go into operation, for the payment of salaries. 
We have devised what I have termed a one-page budget sheet. 

It has been sent out to the projects so that they can find out 
whether they will be in the red or in the black. 


What they can do after they go into operation 
naturally depends upon the revenue derived from the project. 
The first thing, to my mind, that I should want to do would 
be to determine or get a key picture as to the amount of 
money with which I had to work. In the expense line there 
are certain things that are very definite. You know, for 
instance, that there is interest and amortization which is 
going to call for about 65 percent, taxes and insurance l= 
percent, the cost of power at lz cents per kwh based upon 300 
kwh per $1,000 line which will run ae percent. The operating 
charges will probably be about 2 percent. The maint enance 
fund, if one is set up as we require, would be around 25 
percent or a total of about 17 percent. To that, in the first 
four years, should be added a fund equivalent to one year's 
debt service which would require an additional 1.75 percent. 
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So you see, when you begin to figure what these costs are, 

the reason why we must have the revermes. We do not want to 
have these figures quoted or given to any of the project people. 
I have refrained from using figures ever since I have been in 
the organization because I have found they were not properly 
understood. 


Some of the projects will need to be operated by 
a part-time man, that is, a man they may pay $25.00 per month, 
who will devote such part time as is necessary to the work. 
He may read the meters, do the billing and take care of any 
ordinary and minor problems, but if there is a break in the 
line, it may be necessary to get a lineman to go out and re- 
pair the line. As the project becomes larger, it can afford 
aman at a better salary. -Perhaps that man can make minor 
repairs on the line. If not, he will have to make arrange- 
ments with someone who can do the work. The larger projects 
will have a full-time man who is a business manager and, 
perhaps, a part-time operating man. The larger ones will be 
entitled, and when I say entitled, I mean by reason of the 
revenue, to a combination bookkeeper and stenographer. It 
will not require a full-time bookkeeper or stenographer to 
take care of the business, so a person who has both those 
accomplishments would answer the purpose. In the smaller 
projects, part-time workers will need to be used. 


I want to comment on one situation which [I ran across 
recently. On one project, with no lines energized, the bills 
payable on November 30 were something like $12,000. Those are 
not charges for construction. They cannot be approved from 
construction loans. How are they to get $12,000 to pay those 
bills? We do not know. We are not going to let them glide 
that over into operation if we can help it, and get by with 
it so that in all of these other projects this same thing may 
COME UDe 


Here's something we want to bring in under con- 
struction. Under construction what can we do with it? Well, 
if you people think they can pay it over into the operation, 
if they have overation reveme, you are asking them to put 
something in there and it will probably be a long time before 
they can pay for it.. If the project pays money from the be- 
ginning, they may get around to something of that kind in 
reasonable amounts. If it worked out as most of them will 
work out, it will take time to build up their load and get 
in a gross revenue to take care of the actual expenses and 
to take care of any accurmlated expense. As a matter of 
fact, the operation of any of these projects is not different 
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from any other piece of business property; it is only the 
details that are different. To my mind, it simply means that 
a man who is handling that should be able to exercise good, 
common, ordinary horse sense in the solution of his problems. 
If he does that and holds up his revenue, he will not have. any 
difficulty with the project. ; 


THE CHAIRMAN: I believe that the best man who could be got 
in this field and who would be able to render allwthe» services 
which he would need to render in the next few years, must 
possess broad experience or be specially trained now. I do 
not believe we realize the tremendous task involved in taking 
care of this job if it includes the development of greater 
usage of new farm equipment, the invention of new equinment, 
and the job of keeping people stimulated such as is the- work 
of the county agents, I do not think that we realize all 

the energy this will take for the next three years. [“think 
we shall find that this management business is going to be 
right here in our offices. ‘The chances are in the next two 
or three months we may have a school. I believe I talked 
about that. The development men end the field engineers will 
be suggesting the men that the cooperatives ought to send in 
to undergo a course of training. Mr. Herring, Mr. Swanson 
and Colonel Sass will help. build it up. The men will go out 
from this school with all of the information they can pos- 
sibly absorb in the course of two or three weeks and then 
they will come back after three months and take a post 
graduate course. In the meantime, we shall learn some things 
at headquarters as we did in the World War. 


WR. FISHER: I have'a specific picture in mind which is very 
useful and I think a picture of the particular manager for a 
particular cooperative project that has been in existence for 
about ten years. It is the Peninsular Electric Company just 
outside of Tacoma. I visited that project and went all over 
4t last summer with the manager when I was in the State of 
Washington. I have a very lively and happy picture of this 
particular manager of that cooperative which was bud Lowe 
voluntarily and without any help from REA some ten years ago. 
Those lines have been pushed right out through the forests 
and it was wonderful to find how little cultivated ground 
there was to support the rural lines. Most of it was forest. 
fhore was a fishing village there from which they got some 
traffic, and the rest was from gardening. There was a fairly 
low consumption at fairly low cost prices. The manager who 
took me over the lines postponed eating dinner to do thate 
We rode over the lines for several hours and I observed the 
manager's attitude toward his job. I think he ‘is fairly 
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typical of managers as we shall see them. He started out as 
a lineman of some kind, He had no engineering education but 
he had contacts with electric service lines. He knew he was 
not an engineer, He early cultivated local cooperation at 
the University of Tacoma. He praised them for their readi- 
ness to help estimate their rates. In the course of time he 
learned a great deal and had to call wpon them less and less. 
This man took care of breaks in the service, and he, with an 
assistant or two, would put up new poles and lines. He had 
a bookkeeper who worked evenings. He was of the same type 
that Mr. Herring mentioned. The thing I saw there, in addi- 
tion to what this man considered really important engineering 
problems, was how these problems could be worked out to extend 
the service. 


The thing above all that got my attention and which 
I think is significant is that there were no agencies or set- 
ups there requiring him to make a profit and no one so close 
to the profit point of view as to be on his neck. He de- 
veloped in the course of time a sense of proprietorship. He 
had a personal attitude as if it were his property even though 
he drew so small a salary as to be almost ashamed of mention- 
ing it in the terms of prestige that goes with a salary. He 
said, "I am happy". He had a small house. His real happiness 
on that job grew out of the fact that he was his own boss. 
This project was a real means of self-exnression to him. 


At the start, our projects may not have that, but 
in dealing later with all of the members of the cooperative, 
we are going to find that although our project managers will 
not be as well paid as men of real ability in private indus- 
tries, they will have compensation in self-satisfaction, in 
feeling that they are able to maintain a position in the com- 
munity through their own effort maintained through their own 
sacrifices. 


THE CHAIRMAN: Mr. O'Callaghan, on that lawyer business, will 
you tell these fellows about how to avoid getting the wrong 
lawyer started on the project? 


MR. O'CALLAGHAN: May I just go back for one minute to the 
business of service lines after the project is closed? As you 
may not know, we have been using for the last three months an 
open form mortgage, It is an original instrument. I do not 
think there is one like it in the world though we think it 
will work well. We provide that that mortgage shall secure 
loans of $5,000 in addition to the present loans we are mak- 
ing. Then the securing of additional loans -- 
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THE CHAIRMAN; I think your new technique may offer better 
protection under the circumstances. 


MR, O'CALLAGHAN: It has been in effect only since the begin- 
ning of November. . é 


THE CHAIRMAN: We probably have two or three contract forms 
now, 


MR, O'CALLAGHAN: They are more or less changes in form. 
They follow pretty substantially the same form from the be- 
ginning. 


THE CHAIRMAN: I suspect it would not hurt to have it cleared. 
You can get a loan contract and find out, if you want to read 
it over so many times. 


MR. O'CALLAGHAN; That can be done, you can get a list of 
these projects where we have the open card form of envelope. 
We can handle that situation in most cases from now on, and 
' in all cases in the future, so there will not beany insur- 
mountable barrier. 


Now, in regard to attorneys, we started in the 
Legal Division on the assumption that we are going to insist 
on having legal entity validly incorporated for the borrower, 
and that our mortgage and loan contracts are going to be. 
validly executed and, with respect to the mortgage, validly 
recorded, The question as to whether the project shall pay 
out is something which is not peculiarly in our domain. 


If anyone in this audience wishes to refer to the 
files of most of these projects, he would be quickly enlightened 
as to the trouble we have been put to by incomvetent lawyers, 

We have had considerable trouble in the first instance of 
coming in contact with a lawyer. The allocation is made for 
the project and it is a new born baby so far as we are con- 
cerned. There is nothing in the file as to, the counsel who: 
Will represent the borrower, There is no lawyer to start with, 
so we have to consider what we ought to do to get a lawyer and 
What qualifications the lawyer should have. 


Last summer or fall, I suggested that we ought to 
request that Development Division men in ‘the. field, survey 
the situation, since they would be the only ones on the ground 
floor who would be in a position to get a set-up of the local 
lawyers. Of course, we do not want to advise the development 
men to advise the project sponsors to hire a lawyer or to 
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come anywhere near it. In fact, we want to discourage the 
sponsors from making any commitment because in the last 
analysis, we have to pass upon the qualifications of the 
lawyer, and it is true, I suppose, that every local sroup 
wants to recognize home industry and give the job to some 
deserving man around town. 


The qualifications for the legal jobs we have are 
somewhat peculiar and are something that most country lawyers 
cannot meet. They may be and they generally are, quite expert 
as trial lawyers and as to transferring real estate in a small 
way, but it is no disparagement of them if they have not had 
experience in forming corporations, drafting mortgaces, pre- 
paring minutes and recording instruments such as we have, 
looking after the mortgage features of our instruments, and 
getting up opinions of counsel. They cannot, without a con- 
siderable amount of experience, see the imoortance attached 
to these points by us. Therefore, we urgently request the 
development men that, in surveying the situation, they insist 
that the local sponsors in no way whatsoever commit themselves 
to the choice of a lawyer. Not only must they not enter into 
an agreement with the lawyer but they should not talk with him. 
We learn from bitter experience that a great number of the 
lawyers that have been recommended have had to be turned down, 
and if the sponsors have approached certain of these local 
lawyers, it is embarrassing to them and it is embarrassing to 
us to have to reject their candidate. This matter has all of 
the political ramifications, the worst sort of them as a 
matter of fact, because the local lawyer can go to his Senator 
and his Representative in Congress and possibly three or four 
of the other State political leaders -- and get innumerable 
letters attesting to his high character. He may have the re- 
commendation of everybody from the State Senator to the 
Secretary of State. The candidate may be a very unquestionable 
fellow but it does not prove his competence as an attorney. 


I think that you men in the Development Division who 
come up against the delays that occur on many of these projects 
will believe us when we say that there is no greater cause 
for delay than the incompetent lawyers with whom we have +o 
deal and whom for one reason or another we could not get rid 
of, Sometimes we have to take a man who outwardly lool:s to 
be quite able and there again, bitter experience shows that 
we have been led astray. Anybody who wants to read the file 
in Tennessee 1, Pennsylvania 4, and many others I might mention 
could find out what I mean. But the vrincipal point, I should 
say, is that the Development men -- I think this has been 
covered in a memorandum that Mr. Nicholson got out -- should 
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know and realize that work involved in what we call long term 
corporate financing is of a peculiar sort and requires parti- 
cular knowledge, It demands at least ability to turn what 
knowledge they have to the drafting of articles of incorpora- 
tion and by-laws and other instruments needed in connection 
with loans to our cooperative borrowers. Comparatively few 
men in any State have that experience, so that our attempts 
to locate and find a lawyer come down to the point that we 
must confine ourselves to relatively few candidates. But we 
do feel that the best results will be obtained if the Develop- 
ment men will educate the local sponsors and put them in the 
frame of mind about the proper qualifications of any proposed 
project and stop there. I suppose this will disabuse their 
minds of the thought that they can employ any local vinbine 
whom they feel deserves the job. 


THE CHAIRMAN: Yes, Mr. Long. 


MR, LONG: I wish to state in connection with the selection of 
lawyers as I have found it out in the field, that I am in full 
accord with what you say. ‘The difficulty that we meet is that 
before we get into the field we find that the cooperative or 
sponsor of the project has already talked to the lawyer. I 

am not saying this in defense but we actually feel, at least 

I do, and the other field men do too, that we ought to suggest 
to the cooperative or sponsors of a project that they ought 
not to select a lawyer or to look them over but to send the 
names in to the REA so that we can investigate them, That is 
being done. But the difficulty you have is in the selection 
of attorneys such as the case of Mr. Latky, I think, out in 
Oregon, <A lot of those lawyers actually promote the project 
so that they get the engineering and the legal work. Do 

you not find that your difficulty has been in cases where 

they previously have been selected and have forced them- 
selves upon you long before we arrive on the scene? It is 

the same thing with the engineers. I am trying to explain 

the situation as we find it in the field. 


MR. O'CALLAGHAN: I understand. I realize you run into it 
a lot of times. 


MR. LEWIS: I think this early selection of many of those who 
are our attorneys is our own fault. Some of the literature 
sent out by RHA, at least last summer, stated on these appli- 
cations for projects: When you submit the project, give the 
name of the attorney with whom you wish to correspond. 


MR. McAIWEE: That is in our literature. 


a 
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Se ee ee eee 


THE CHAIRMAN: We cannot stop methods that Mr. O'Calleghan says 
ve ought to stop if we do things of that sort. 


(Remarks off the record) 


MR. CAVANAUGH: We have had some trouble with the officers and 
directors. The sponsors do not always choose representative 
citizens for its officers. Ye had an instance where the 
moving spirits, four men, were subject to indictment for em- 
bezzlement. ; 


THE CHAIRMAN: Do you mean subject to indictment, or had been 
indicted? 


MR. CAVANAUGH: Subject to indictment. The trial is being 
held this month. 


THE CHAIRMAN: You anparently have never been on @ grant jury. 
Let us not assume that a man is guilty because he is indicted. 
| It may be a frame-uo. 


| MR, CAVANAUGH: Then we heave a number of instances of men 
without any background or reputation, whose names ere being 
Sent in as directors and officers. 


THE CHAIRMAN: I think we have developed in an enterprising 
manner, but if the colonists during the American Revolution 
hed waited to start until respectable people only had the 
Spirit, there would have been no revolution. That brings it 
right down to date. You cannot expect people who nave utility 
| stock and are depending on utilities and similar enterprise 
for their livelihood, to start cooperatives that they think 
ight take business away. from these utilities. I think we 
have to expect that these cooperatives may ve started by men 
in the community who may turn out to be the leaders in ten 
years, They may have more civic enterprise without having 
the wealth in their hands. I, myself, have met some of these 
project sponsors, They did not look like bankers but I would 
trust them just as far as the local bankers. The credit 
rating 3 you can get on a banker may not be worth a tinker's 
damn,. : 


MR. CAVANAUGH: To protect the Administrator we must taxe 
immediate precautions against men who might possibly abscoad 
with the funds. 


THE CHAIRMAN: Is: not that taken care of with their bonds? 


I suspect these ho undertaxe to get a project under way are 
all over-investigated. You see, first of all, they are 
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exposed to the community by the agents of the power companies 
that want to break up the project, and there are still a lot 
of such places. All you have to do is go into the field where 
the reports come in about every hour, If they stand up with 
3,000 of their farm neighbors, we can assume that they are 
pretty fair, Even J. P. Morgan said, "The real rating is the 
character rating." I am not saying that the Government ought 
to lend to people who are on their way to Sing Sing, but when 
we come on this question of credit rating, we must take 
character end community standing into consideration. 


MR. CAVANAUGH; I was State's attorney for two years. 


MR. PYLES: May I ask if that particular project that was 
mentioned was developed by the field force, or did it just 
come in? 


MR. FALKENWALD: It came in. Can you tell us if a field man 
was on it? 


THE CHAIRMAN: The-question is, was it developed by the field 
staff? 


ANSWER: My understanding is that it came in, 
QUESTION; Has it been alloted? 

ANSWER; I think it has. 

ANSWER: The contract has not been signed, 


MR. WISE: Can I go back to the manager question here? Have 
you any service whereby the field man would refer the project 
and its particular problem? As Mr. Herring said, this question 
of management differs entirely in each territory. I do not 
think the development men run into it as much as the engineers. 


THE CHAIRMAN: -I shall tell you how it is working at the 
present moment. They are set up by the Administrator, a board 
or committee, He did not say how long he wanted it to function 
but I assume at least until the work can be done. On that 
committee, there are Mr. Herring, Mr, Marion and I. We try to 
go over the projects every week as to status, and the corre- 
spondence is brought to that committee, It comes to Mr, 
Marion or Mr, Herring and either one will bring it up here, 

We go over it and outline the answer there, so if they go 
through to Mr. Marion or Mr. Herring, it would come to the 
committee. Out in the field, you might tell them that, | 
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MR. FALKENVALD: We havo been promised a list of what thoy 
term responsible lawyers in those States, Aré we going to 
get that list? 


THE CHATRMAN: Well, the thing boils itself dowm to this 

All of the complaints that REA gets come from people-who say 

without exception that those we pick are the most reactionary 
lawyers in the State -—- and that is said of all three of them 
Sometimes wnere we pick three. I just sent a group of men to 
Mr. Nicholson who complained about all three’men in a partiec- 
ular State. Two of them had gone to school together and 

were out of sympathy with cooneratives. 


And so it is with the engineers. ‘Then we started 
REA, it was extremely difficuit to ae engineers wio were 
socially-minded. Engineering societies lile the Bar 
Association are almost wholly against this so-called New Deal 
philosophy. I think the point here is, as Mr. O'Callaghan 
Says, and as Mr. Herring said, tnat you ought to warn sponsors 
not to get committed to lawyers or engineers of any sort. 
We should have them write in here. It is our business to help 
them secure lawyers and engineers wno are not only technically 
roficient but sympathetic with their aspirations. 


As I stated in the beginning, I cannot understand 
why these Lo ee who are getting 100 percent of the money 
required to build their lines from REA, can believe that they 
Can find a heaee friend than the BHA. If we are willing to 
lend them money, they ought to assume that we are the people 
who are willing to be friendly to their objectives. We have 
a right to expect them to believe, and then we must live up 
to that trust completely in our dealings with then, 


Mr. Luff, can you tell us-adout plumbing and how far 
we ought to £o with it; then, if Mr. Stone will say what ne 
has done, or what he can do, then we shall go back to work. 


MR. LUFF: Well, we have made the preliminary investigation. 
THe CHAIRMAN: I shell say this before lr. Luff eae He 
has told me that while he is interested in the wnols program, 
he is very much interested in getting plumbing on radi farm by 


some process or otner. 


aR. LUFF: I must say we have no plumbing yet. 


Hs 


Tim CHAIRMAN: Ee knew it would come slowly. We all lmow 
if will, 
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MR. LUFF: My impression of the significance of Mr. Freeman's 
chart is that it does not look as though very mucna financing 
will be available for phunbing. 


THE CHAIRMAN: I do not think that need worry us. 


MR. LUFF: We are ready with technical assistance and a back 
ground of investigation and we know what the conditions are 

in the rural areas, Incidentally, I crawled under a few 

farm houses to see how they are put together and how the 
plumbing work must be orgenized to be installed satisfactorily. 
We have developed the procedure, with Mr. Frazer's cooperation. 
Mr. Frazer has prepared the necessary legal papers for contract 
forms. Mr. Frazer and Mr. Stone and I went out to Minnesota 
and arranged for a’ project which we expect will be the ex- 
perimental ground, showing what can be done in carrying out 
this plumbing program. That is the status of the program 
today. 


THE CHAIRMAN: Can it be carried on without going in with . 
wiring as a separate activity? Is there any possibility of 
the state-wide or a project wishing to go ahead with the 
plumbing project, as such, apart from the real project or 
contract? 


MR. LUFF: It can be carried on independently. 


THE CHAIRMAN: I mean as a practical matter, is it a practi- 
cal thing to merchandise it that way? 


MR. LUFF: It depends unon the way in waich you want to 
accomplish this installation. If you want the plumbing 
installed the first year, you must take care of the finances 
of the customers in the area being wired. If the customer 
on the average has $100 to spend on wiring and other things, 
if he spends it all on wiring, he has none left to spend on 
installing plumbing, 


THE CHAIRMAN: The question comes up, what would be the cost 
of a bathroom outfit? One man says the farmers ask that, 


ANSWER: There. is raised the question of how you go about it. 
THE CHAIRMAN: Yes. 


MR. LUFF: The question is concerned with the procedure in 
regard to the purchase of material. 
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THE CHAIRMAN: Assuming vou covld do as you please, break 
down all of the commercial standards and labor standards, 
what could you do it for; or, assuming that you do not want 
to break them down, using for the very skilled operations 
skilled men or semi-skilled and buying plumbing supplies as 
they might be needed for groups of ten or twenty houses, 

what is the range between those two extremes in round figures? 


MR. LUFF: You speak of a bathroom outfit?. 


THE CHAIRMAN: That is the question. You might enlarge a 
bathroom and then install normal plumbing for a six-room 


house, what would be the minimum cost for installing minimum 
Sanitary standard equipment in that nouse? 


MR. LUFF: You mean a bathroom and kitchen sink and the 
necessary water pumping and sewage disposal equipment? 


THE CHAIRMAN: Yes, that is right. 


aie — - : ao 
MR. LUFF: The cost of materials would amount to about $213 
under average conditions. 


QUESTION: Wholesale or retail? 


MR, LUFF: That is the price at which they can be obtained 
wholesale. 


TEE CHAIRMAN: Laid.down on the farm? 


MR. LUFF: At the cooperative. 


ANSWEE It would cost approximately $250 to do the job. 
MR. LUFF: That could be installed wider present contracting 
practice which is applied in the cities for about $400. 


QUESTICN: Does that include automatic pressure plumbing? 


LR. LUFF: That includes everything to carry the water into 
the house wider pressure and to carry the waste out. That 
provides a standard of plwabing corresponding to the standard 
recognized by PYA in their low-cost housing, 

THE CHAIRMAN: You say recognized by PYA in low-cost housing? 
That apparently protects certain waste and inefficiency in 
the distribution of plumbing supplies, 
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ANSWER That as right.7" 


THE CHAIRMAN: If you get down to an absolute minimum, could 
you do it for $200? 3 


MR. LUFF: Less than that if you get material from the manu- 
facturers, taking into account their savings in advertising 
and compensation for salesmen and all those things which would 
not be necessary in any normal operation. 


TER CEAIRMAN: In other words, you would expect in the end to 
do what was done in the automobile business where in the end 
they made an automodile costing $2,500 for $500 or $600, . 
putting that relation between the necessary standards and cost 
assenbling basis and discarding patterns used only once in 
three years. 


UR. LUFF: That is right. There has been practically no 
standardization in the phumbing industry. The manufacturers 
have fought it. I have been a member of the American Plumbers! 
Association. We tried to set them to do that but they did 


not cooperate. 


THE CHAIPMAN: Mr. Stone, will you say something about 
wiring? 


MR. O'CALLAGHAN: In the absence of Mr. Frazer, I suppose. 
we ought to cover wnat the Legal Division has done. Last 
spring, before Mr, Frazer joined our force, we had a call 
for a wiring project in Chio, the Miami project. At that 
time, we got up a form of wiring loan contract, one between 
the Government and the borrower, and also a form of contract 
for the contractor wno wovld enter into the contract with our 
borrower for the installation of the material. A set of 
contracts and papers between our borrower and the customers. 
and the borrower was sent with those instruments. We put. 
hrough a loan of $30,000 I think it was, down in Ohio. 
They subsequently claimed that they could handle the matter 
better through some private financing so they never made use 
of their contract and the borrower never got any money on it. 
But Mr. Frazer has been with us since August and he has been 
assigned exclusively to work in connection with wiring loans. 
Ever so often, he revises an instrument a little bit further, 
and so far as the Legal Division is concerned, I tnaink I am 
correct in saying that we are equipped and ready to handle 
wiring projects, either lent separately or combined with 
plumbing projects, And until we hear that they are not coming 
through, Mr. Frazer will continue to be available for that 
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sort of work. It is my wish that something concrete in the 
way of a project or several projects to work on could come 
tO Use ; 


MR. STONE: ‘The Development Division has been working with 
the sponsors of thirty-five projects for house wiring and 
plumbing. We received one application -- Minnesota-3W -: 
Meeker. This project was wound up in the field and has been 
signed by the Administrator. In connection with Iowa-9W- 
Scott, the applicant made a request for something less than 
$27,000 and included in that request, was an average of $35 
for fixtures which I understand was not approved. Is that 
right, Mr. Swanson? ; 


ANSWER: It was turned down temporarily on account of the 
inclusion or request for fixtures. 


MR. STONE: Mr.Frazer has been very helpful in drawing up 
and simplifying contracts and forms. There were twenty—five 
pages in the original contract with Ohio. 


ANSWER: ‘Twenty. 


MR. STONE: He has drafted all forms to be used in, connection 
with certification as to installations. Every time the project 
sponsors send in vouchers, it takes some ten forms or more to 
get funds for REA, and the details in connection with getting 
money for house wiring are so involved, and complicated or at 
least the sponsors think they are, that they would rather not 
borrow the money from REA at the present time. 


THE CHAIRMAN; We started out on the basis of getting some 
customers, and I know.if the wiring contracts have to go 
through the same process as the others, we shall never go 
into that business. 


MR. STONE: That was the reason the Ohio installation contract 
did not go through. We went out to sign a contract with 
Minnesota-3W-Meeker, and it was my understanding that Mr. Luff 
or somebody would help work out the details in the field 

so they could gct the money within a reasonable time, and 
could complete the house wiring on a workable basise Whether 
a contract basis is suitable, or some other method for most 
projects, or whether the work should be done on a meterial 
and labor basis, will have to be decided in the field on the 
particular project. The program as now followed is very slow 
and it looks like the house wiring financing will have to be 
taken care of by other means than REA unless we can get it 
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simplified. I have sent out some sample forms to be filled 
in by the customers, indicating whether they are interested 
in wiring and/or plumbing, whether they desire financing 

or not, the size of the home and number of other buildings, 
length of excess service extensions, etc. We have asked the 
project sponsors to estimate the cost and send in a tabula- 
tione On the basis of that, we try to get the allotment. _ 
After the allotment has been made, the sponsors work with the 
Legal Division. The details affecting installations will 
have to be worked out by some division -- I do not kmow at 
the present time who will do this. 


THE CHAIRMAN: I am glad to see that the Legal Division has 

assigned all of the work to one man. I Can well understand 

that that kind of work would swamp all of the Legal Division 
if every lawyer had to handle détails coming in from various 
areas. : 


4 


MR. O'CALLAGHAN: I am a little bit interested in finding out 
why this thing will not work. Maybe we have not found the 
right set-up. 


THE CHAIRMAN: I do not think there is any criticism of the 
Legal Division. 


MR. O!'CALLAGHAN: I wonder if Mr. Luff, Mr. Stone and Mr. 
Frazer shovld not get a little bit closer together and possibly 
travel around and see what sort of set-up will work. We can 
draw up instruments and set anything within the bounds of the 
Act. 


THE CEAIRMAN: I do not know that we have a man in the whole 
organization that I would call a wiring man. . 


ANSWER: We have them in Development. 

THE CHAIRMAN: I mean a fellow who follows wiring straight 
through with the ability of a superintendent to get a job 

done -- all those qualities in one man that go into maxing a 
well~rounded-out man apart from the engineering side -- I mean 
on the commercial side to get a job done. 


QUESTION: Have these field men who generally come to you found 
that the farmers are having any particular siti sculty an ‘ser 
curing house. wiring from outside sources? 

ANSWER: That is not givene 


THE CHAIRMAN: Do the auditors find any demand? 


peal 


Re Ee. 69766 


MR. HANNAH: I have féund no demand. I believe I have traveled 
in about as many sections as any of the ‘auditors and I have 
found only one case in which they thought wey might use it. 


THE CHAIRMAN: Are there any other experiences? Are there 
any other auditors who have something to say? 


MR. McALWHE: Yes. There are one or two instances, Towa~ 
9-Scott and I think out in Bellefontaine, Ohio, there was 
something said about financing. Were you there, Mr. Luff? 


MR. LUFF: Yes, I was. 
QUESTION: They were interested in it, were they not? 


ANSWER: They finally went over to the FEHA. They seemed to have 
a better set-up. ' ’ 


QUESTION: They get a bunch of notes paid? 


ANSWER: A cooperative does not have to endorse notes. The dealer 
endorses the notese 


THE CHAIRMAN: Roewe, have you had any comments from the project 
sponsors you have contacted? 


MR. ROEWE: No, I have not. The attitude is that they are not 
interested. 


THE CHAIRMAN: Mr. Mackay? 


ANSWER: On Ohio-58-Union, they brought up the question of the 
amount they thought they would need. I do not believe it 
would be of interest as it was less than $5,000. 


MR. WOOD: In my experience last summer, I did not find any 
great demand for wiring, just once in a while. 


THE CHAIRMAN: Boyd, will you go through your crew and have 
them tell you what they want to.do. Apparently, there is not 
a great demand. Will you talk with Stone and with Mr. Frazer 
and see if we cannot get together next week because if it is 
something there is no demand for, if it is taking a great deal 
of time in this organization that could be devoted to some 
other problem, we ought to abandon it -- I will recommend to 
the Administrator that we ought to abandon it. 


We have been here five days and I shall not keep 
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_you in an attempt to summarize the discussion. We have jumped 
about in the program somewhat. I think there is enough in~. 
telligence in the. audience to. take out of.this discussion over 
these five days the essential things that will work. ERS yS 


I wanted to say a word about coordination inthis 
worke I have interposed many remarks from time to time on 
that particular:thing so I shall speak further about. it 
nowe I shall holdyp this chart for a minute. It represents 
the travel-of our field people during the month of December, 
doesn't it, Sinclair? (Indicating) 


ANSWER: Yes. 


THE CHAIRMAN: Now, the different colors are not significant. 
Our people went from Washington up into New England, out into 
Chicago, Minnesota, St.» Pawl, and Idaho. There are engineers, 
auditors, lawyers and development men represented there. 

I suspect it is not physically possible to completely co- 
ordinate all of these activities and travel but, I believe, 
the men who are in the field ought to know one another 
better, irrespective of the department they are from and 
certainly, certainly, if they are going out to the same place 
at the same time, they assuredly ought to have luncheon or 
dinner together. . 


-In addition to this map, we have a daily field 
report. By all means, the men who go out ought to know who 
else is in the field. Our division heads ought to keep their 
own people informed regarding this. We should not have an 
auditor, a lawyer and an engineer out there, with none of them 
knowing that the others are there. Another thing, we ought 
to be extremely careful that no-matter what we say in the 
field or in our letters, we are not directly discrediting any- 
body else in the organization. 


Now, our policies are in the process of formation. 
and there are a good many things happening and changes being 
effected. They do not get all the way around the first day. 
We do not want to discredit anybody. We want the outside to 
know that we are all working together. The same thing is true 
Within the organization. | 


Now, the very first thing we have to remember is 
the statute that controls our operations. If you have not 
read it, read it, and read it again. The essential thing 
about the statute is that projects must pay out. The 
Administrator must sign a statement to that effect. That is 
the controlling factor. 
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Then, we begin with the Administrator's vision of 
what can be done. Sometimes we wonder whether a project will ° 
pay out, and whether the economic reoort indicates that it 
will. We get blinders over our eyes. We cannot remember what 
the Administrator says about the obstacles that have to be 
overcome. He Said the other day he likes a hard job. In the 
working out of this program, we have to be extremely resource- 
ful. The Administrator has set up all kinds of research, not 
only the research carried on by Mr. Adams and his crew but 
otner research studies. He even sent a young man to Europe. 
He was in Sweden as well as in other countries and he spent 
Some time with the President's Commission there. He has had 
Dr. Person on his staff. He is getting the technical research 
department interested in all manner of research that will lead 
to a better adaptation of equinment to electrical energy. He 
is working with Secretary Wallace in the Department of Agri- 
culture on a series of studies and the development of some 
proving grounds throughout the United States to develoo new 
uses and new applications of electricity. He is also 
interested in the broader aspects of agricultural life on the 
farm, realizing that broader development there will reflect 
itself in a very much greater demand for electricity. Those 
are the things he, himself, has started. He keeps them 
going. We have to tune ourselves in with those things, and 
we have to adapt our discussions inside to that broader field 
in which he is working. We cannot keep ourselves in too 
narrow a channel all of the time if we are not to throw away 
the result of what he has done. 


It has been necessary in the course of our develop- 
ment to develop ourselves, if you please, with a new and in- 
experienced cooperative enterprise, and as I said a moment 
ago, maybe these are being started by the most competent and 
the most worth while citizens in the whole farming area, but 
in some cases, they are started by veople who have been beaten 
dorn, who have not found the profit system to their taste or 
who have not been able to drag through and stay on the profit 
Side. In some of these cases are people who did not come 
back as quickly as some others did after 1929, Some of us 
took a lot of punishment but got back some way or other. Ye 
have to work with these cooperatives. We have to work in 
understanding and sympathy with them. It may work out to be 
the salvation of this whole movement and we cannot ignore that. 


On Mr. Cooke's Farm Advisory Board, there are about 
@ half-dozen men who know about cooperatives. They come here 
about twice a year. I do not think we see them often enough 
or enough of them. I was sorry that some of our executives 
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did not sit in there the whole day. Some of them are busi- 
ness men rather than genuine leaders in the cooperative move- 
ment. Some of you heard Commissioner Saunders’ of the Farm 
Credit Administration talk within the last month. ae 18 
experLenced, 31 the cooperative movement. “Je engineers and 
lawyers have to know hoy best to work with these cooperetives 
and how to encourage them to build a ‘successful organization 
that signifies this spirit that really must inspire a coopera-— 
tive and xeep it together. It is not the profit spirit, and 
that is the difficulty we have, because we are trained under 
the profit system, We have this business of constructing 
lines, “Te go through the allotment stage, the designing stage 
and then through the period of construction. We are learning 
now that we can make these moves @ little more rapidly than 

we have been making them, with fewer details and get into 
construction more quickly. I am sure we can find a fund under 
the proper leadership, perhaps for two or three years, for 
some of these extensions, this open mortgage as Mr. O'Callaghan 
explained, as an intelligent answer to some of the groving 
needs oi these cooperatives, It is in anticipation of a great 
need that will come within the next three or four years, 


As I said. the other day, this is the sixth organi- 
gation with which I have been associated since I came here in 
1933.. I know of no single org sanization that has more in- 
tellectual power and moral power than this group, and I know 
of no growo that is growing intellectually in the understanding 
of these problems more rapdily than this organization. 1% is 
stimulating to me to be associated with you, and it has been 
extremely stimulating to see how patiently you have listened 
to our problems and how intelligently you have responded to 
questions. I can only say this in closing, that without ex- 
ception we have perhaps the greatest single leader in all of 
Washington as Administrator of this organization, a man who 
sees our problems clearly. If we can see with him and if 
our relationships inside can be directed toward the end he 
would achieve a little earlier than he thinks it can be 
achieved, I believe we shall have done our job for him, and 
REA will have given to the farmers in the rural areas the help 
they need. I do not ‘think the utilities are going to stymie 
us, Ours is a public service job and we are working for the 
public and in the public interest. If we work along that line 
with the problems we have, we shall have achieved results, 

I thank you. © 


(ADJOURNMENT ~ 3:50 P.M.) 
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